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Like geared wheels working together are 
Banking, Shipping and Marine Insurance— 
three of the great wheels of modern Business. 


When the shipper loads his cargo for export 
he has it insured, presents his documents to- 
gether with Certificate of Insurance at his 
bank, and is paid at once. His capital, no 
longer tied up in his cargo, is free for further 
use. And the banker is protected against loss. 


Because of the service of Marine Insurance the 
shipper need not worry as to whether his cargo 
will reach its buyer at destination, nor need 
he wait through several weeks for payment. 


Thus while producing safety for the assured, 
Marine Insurance does another and more sur- 
prising thing— it speeds the wheels of Industry. 


We give service to all in- 
terested. We accept poli- 
cies through Brokers only 


TheWashington Marine Insurance Company 


of New York 


1 Beaver Street 
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When William H. McGee, a leading 
underwriter in the American market, 
was in London in November last there 
was published in “Fairplay,” the leading 
magazine of the British shipping inter- 
ests, an article from the pen of Mr. 
McGee, which attracted international 
attention. After describing unfortunate 
conditions in the marine situation, in- 
cluding the low rates and the misun- 
derstandings, Mr. McGee suggested that 
the two markets get together for an 
exchange of views, leading to the main- 
tenance of sound underwriting condi- 
tions. His definite proposition was in- 
corporated in this paragraph: 


“The remedy lies in co-operation be- 
tween the leading underwriters of both 
markets, an exchange of views, and a 
maintenance of sound underwriting 
principles, irrespective of what the inex- 
perienced underwriters in either mar- 
ket may do. A large group of leading 
American underwriters would welcome 
a proper sort of working agreement with 
London underwriters.” 

Since the publication of Mr. McGee’s 
article there has been considerable pub- 
lished in shipping and insurance papers 
in reference to. the proposition, but the 
underwriters have not been heard from. 
In order to sound sentiment Ths East- 
ern Underwriter wrote to a number of 
British underwriters, and a number of 
replies were received, some saying that 
they had no o»vjection to being quoted; 
others, giviny their views privately. 
Letters were also written to some Amer- 
ican underwriters, and the replies re- 
ceived were not for quotation. Some of 
the leading American underwriters ex- 
pressed themselves in confidence to the 
effect that the idea is impractical at 
this time. 

In the meantime, the American com- 
panies have held a meeting and dis- 
cussed plans for expansion of American 
business, a new re-insurance pact and 
other steps for the development of 
American marine insurance. 

The following views have been re- 
ceived from London, in response to The 
Eastern Underwriter’s letter asking for 


an opinion regarding exchange of 
views: 


Favors a Joint Committee 


Managing Director Netcher, British 
Fire Insurance Company, Ltd., which 
Writes marine, fire and accident: 

‘I am strongly in accord with the 
View that marine underwriting between 
the two countries should be placed on 
& better basis. 

“Speaking for my company, I would 
Welcome any scheme which would in- 
Sure consistency of underwriting on 
both sides, and remove the anomalies 
which at present exist and which are 
bound to react upon the insured in the 
long run, 


“The task, however, is complicated 
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Can the Two Markets Get Together? 





British Comment on WILLIAM H. McGEE’S Suggestion for Exchange of Views Between 


London and New York Underwriters 


and not free from difficulty, but I ven- 
ture to suggest that if a joint committee 
were appointed representative of the in- 
terests involved a general understand- 
ing could be arrived at, and this com- 
pany would be quite willing to co-oper- 
ate in any such movement.” 





WILLIAM H. McGEE 


General Manager Tomson, of Tariff 
Reinsurances, Ltd., wrote: 

“There can be only one opinion about 
the desirability of a working agreement 
between New York and London, but it 
is a very difficult matter to arrange. 


“Marine insurances cannot be tabu- 
lated, and, further, a rate that would 
pay one year would prove probably in- 
adequate the next. It does seem a pity, 
however, that owing to insane competi- 
tion a great business like marine insur- 
ance should be worked at a loss and 
I am hopeful that a working and friend- 
ly arrangement will ere long be arrived 
at with the leading underwriters of both 
capitals. 

“Any suggestions that I might make 
whereby such an arrangement could be 
formulated would not carry any weight. 
It is for the leading underwriters of 
New York and London to confer to- 
gether and devise an arrangement that 
is suitable and equitable for both capi- 
tals.” 


The Underwriter Sees Difficulties 


One of the most famous of the Brit- 
ish underwriters writes this letter, but 
asks that his name be withheld: 


“I went out of the American hull busi- 
ness because I thought that the rates 
and conditions were absurd and there 
was no prospect of any money being 
made. The suggested agreement be- 
tween leading underwriters in America 
and London is nothing new. It has been 
tried during the last ten years over and 


over again, and various arrangements 
have been made. They have, however, 
all broken down and the reason, in my 
opinion, is that the market on either 
side is too large. While the leading 
men may come to an agreement, there 
is always a wide market outside which 
the brokers can play on. This, of course, 
they naturally do as it is not to the 
brokers’ interests that any agreement 
should be made. Personally, I do not 
think that there is much chance of this 
difficulty being overcome because we 
have a still wider market there than 
ever we had before and that you have 
in America.” 


Views of British Press 


The British press has discussed the 
matter extensively. In its issue of Jan- 
uary 8 Mr. McGee's article was made 
the subject of these comments in “Fair- 
play”: 


“The unfortunate state of the Ameri- 
can hull business has lasted long 
enough, and it is to the leaders of both 
markets that their followers look for 
some solution of the deadlock that at 
present exists. Nor does it matter from 
which side the first advances come. 
Mr. McGee has already shown that New 
York is not averse to a friendly under- 
standing. London is assuredly no less 
willing, since the end to be gained is 
the placing of an important class of 
business on a proper footing. It must 
be remembered that the American mar- 
ket is not in a very comfortable state 
just at present. There is still the threat 
of Government control hanging over its 
head, and it is significant that Mr. Mc- 
Gee has told the Marine Insurance Club 
of New York that unless underwriters 
and brokers are ready and willing to 
meet unitedly and to co-operate in ob- 
taining adequate rates, proper terms of 
average, and the elimination of trade 
losses from marine insurance there is 
only disaster ahead. He also says that 
if a battle for the survival of the fittest 
takes place between American compa- 
nies, he believes they will be faced 
with a Government insurance bureau. 
This is apparently the great bogey of 
the American market, and it will be 
remembered that it was first mooted as 
a result of Mr. Hurley’s ill-digested visit 
to Europe, when he half-assimilated the 
marine insurance position, guessed some 
more, and went back to the States with 
the extraordinary idea that British un- 
derwriters were discriminating between 
British and American vessels to the 
detriment of the latter. Nothing could 
be farther from the truth, of course, but 
there was consternation in the Ameri- 
can market when Mr. Hurley’s views 
were made known, and more than one 
influential underwriter wrote in the 
American shipping papers in order to 
counterbalance the erroneous impres- 
sion that had been spread broadcast.” 


As Seen by “The Policy Holder” 


In discussing the McGee proposition 
“The Policy Holder,” a British insur- 
ance newspaper, calls attention to an 
article printed in the “Pacific Marine 
Review,” by Charles F. Howell, which 
“reopens this question in a controversial 
spirit at the present time.” Mr. How- 
ell accuses the London Institute of 


' 
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breaking off relations with the Amert- 
can Hull Underwriters Institution, the 
cause being stated to be that London 
hoped to hold its American business by 


so doing. “The Policy Holder” con- 
tinues: 


“This question has been thoroughly 
threshed out before now, and it is of 
little use re-opening it. The conciliatory 
spirit recently shown by several lead- 
ing American writers led to the hope 
that there was a likelihood of some 
agreement being reached between the 
two markets in the near future, and any 
raking up of past grievances can only 
put off this desirable end, perhaps in- 
définitely. 


“Mr. Howell accuses London of nai- 
vete in hoping for this reconciliation, 
but he ignores the fact that a certain 
amount of willingness to come into line 
was indicated, on behalf of New York 
underwriters, by Mr. McGee, in a recent 
article in ‘Fairplay.’ Perhaps the Pa- 
cific coast does not see eye to eye with 
the Atlantic coast in this matter, but 
hitherto it has been New York that has 
been most active in the discussions that 
have taken place, It was New York 
also which showed the first sign of will- 
ingness to re-establish relations, and it 
would have been more gracious of Mr. 
Howell to allow his confreres in that 
city to continue in their movement with- 
out suggesting, age he does, that the first 
official advances should come from Eng- 
land. One has more sympathy with Mr. 
Howell when he pleads for more ade- 
quate rates. To this end he quotes Mr. 
McGee, which is an indication that he 
respects this gentleman’s opinions, even 
if he is not in agreement with them, on 
the question of the London-American 
controversy. Mr. McGee says that ‘Un- 
less underwriters and brokers are ready 
and willing to meet unitedly, and to 
co-operate upon three paramount issues 
—adequate rates, proper terms of aver- 
age, and the elimination of trade losses 
from marine insurance—and to decide 
those issues fairly and wisely, there is 
disaster ahead. Should a battle 
for the survival of the fittest take place 
between American insurance companies, 
I believe we shall be faced with a go- 
ernment-run insurance bureau.’ This is 
an old bogey of the Americans, and they 
alone can determine how likely govern- 
ment interference in their affairs may 
be, but with the rest of the matter there 
is not an undrwriter who will not agree. 
Especially are the losses caused by risks 
not normally included in the marine pol- 
icy (trade losses) to be fought against, 
and the weakness that has been shown 
in the past in this matter makes any 
attempt at rectification difficult in the 
extreme.” 


Brokers’ Practices 


In the course of his article Mr. Mc- 
Gee said in part: 


“Reference has repeatedly been made 
to a proposal for joint action between 
London and New York, which, it is said, 
fell to the ground because New York 
would not guarantee a proportion of the 
business to London. A little reflection 
will disclose the fact that the proposals 
made were one-sided and of an impos- 
sible character, so impossible that there 
is no solution to the problems the pro- 
posal presents. Underwriters in Amer- 
ica were to guarantee that a fixed share 
would be placed in London, but London 
was to make no guarantees whatever. 
London required its share as direct in- 
surance, and would not accept it as re 
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insurance, the only practical way in 


which American underwriters could ful-, 


fil any euch guarantee. 

“Assuming, however, that London and 
New York could have made arrange- 
ments, American underwriters are faced 
with laws which make such an agree- 
ment illegal in some cases punishable 
by imprisonment. To a large degree the 
business is unprofitable because under- 
writers allow shrewd (7?) brokers to 
play one market against the other. In 
a recent case a prominent broker under- 
took to reduce rates, lower the valua- 
tions, and get wider trading limits, on 
a fleet which had been unprofitable and 
unpopular with underwriters in Amer- 
ica. How did he go about it? By the 
simple expedient of cabling his order 
to London saying that ‘25 per cent will 
be placed in America on these terms,’ 
and simultaneously offering the business 
in America, making the statement ‘75 
per cent will be placed in London on 
these terms.’ Few American underwrit- 
ers were caught on this hook, and at 
last accounts the 25 per cent which was 
to be placed in America had not been 
finished. 

“Another trick is to gather together 
small lines with indifferent underwrit- 
ers to an aggregate large enough to per- 
mit of the statement in cabling London, 
‘_— per cent placed in this market on 
these terms.’ If London inquired the 
name of the underwriters whose lead 
they are agked to follow, they would 
probably not take the bait.” 


London Comment on the Hull Market 

A bird’s-eye view of the foreign hull 
business from the British viewpoint is 
printed in “The Policy Holder” of Jan- 
uary 14. That paper says: 

“Now as to foreign hull insurance, 
the American market calls for first at- 
tention, both owing to its importance 
and to the unfortunate state of affairs 
into which the London market has drift- 
ed in its relations with it. The trouble 
started some time ago, when it was 
found that while rates were rising as 
far as British-owned vessels were con- 
cerned, there was no rise in the rates 
paid in American hulls. In spite of de- 
nials on the part of the Americans, there 
is no doubt that London wrote this busi- 
ness at the stationary rates on the un- 
derstanding that they were the rates 
paid in America on the portion of the 
insurances placed over there. America, 
however, still suggests that London is 
primarily to blame for keeping rates 
down, and a long controversy has been 
carried on in the shipping presses of 
both countries without any definite end 
having been attained. Late in the year 
there was evidence that America was 

Germany will soon be in a position to 
build more than a million tons of ship- 
ping annually, according to a _ recent 
London dispatch. 





At the close of last year American 
shipyards were constructing nearly 
1,000,000 tons for private lines, the num- 
ber of vessels being in excess of 150. 


willing to adopt a conciliatory attitude 
in connection with the reopening of re- 
lations with the London Institute, but 
at the time of writing the unfortunate 
intervention of a writer in a Pacific 
coast journal has, to a certain extent, 
nullified this attempt at conciliation. 

“With regard to the business itself, 
there has been no apparent slackening 
of the amount of insurnce coming from 
America to London. 

“The London market seems willing to 
continue writing these risks at rates 
which are obviously inadequate, perhaps 
in order to keep in touch with it so as 
to participate in the better times which 
must surely be in store. The worst fea- 
ture of the American business has been 
the absolute failure of the wooden 
steamers of the emergency fleet. Some 
of these vessis have been sold to Eng- 
land. Others remain under the Stars 
and Stripes, but one and all they have 
been hopeless failures from an insurance 
point of view. The same may be said 
of the auxiliary vessels, for in both 
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Time Policies 


By J. E. WITHERS, Member of the 
Association of Average Adjusters 
London 





























In a time policy there is no implied 
warranty that the ship shall be sea- 


-worthy at any stage of the adventure, 


but where, with the privity of the as- 
sured, the ship is sent to sea in an 
unseaworthy state, the insured is not 
liable for any loss attributable to un- 
seaworthiness (sec. 39, s.s. 5). The 
condition may have been implied in voy- 
age policies from considering that prob- 
ably both the contracting parties con- 
templated the state of the ship when 
the risk is to begin, that this state must 
be supposed to be known to the ship- 
owner, that he has it in his power to 
put the ship into good repair before the 
voyage begins; that to prevent fraud, 
and to guard the safety of the crew and 
the cargo, this obligation ought to be 
cast upon him before he can be entitled 
to any indemnity in case of loss, and, 
above all, that this implied condition in 
voyage policies is essentially conducive 
to the object of marine insurance, by 
enabling the shipowner, on payment of 
an adequate premium, and acting with 
honesty and securing reasonable dili- 
gence, to be sure of full indemnity in 
case the ship should be lost or damaged 
during the voyage insured; but time 
policies are usually effected when the 
ship is at a distance, the risk being 
very likely to commence when it is 
actually at sea. Under these circum- 
stances, is it at all likely that either 
party would contract with reference to 
the actual state of the ship at that time 
with respect to repairs and equipment? 
The shipowner probably knows as little 
upon the subject as the underwriter. 
Any information which he has re- 
ceived tending to show that the ship is 


classes, losses from fire, wreck, and 
foundering have been abnormal, while 
lesser claims from heavy weather dam- 
age, breakdown of machinery and simi- 
lar causes have been excessive. The 
steel vessels have gone better, but not 
much, and there has been considerable 
complaint of the hasty construction and 
inefficient design of practically all the 
United States Shipping Board’s enter- 
prises. 

“Other foreign insurances have been 
more normal. The Japanese reinsur- 
ances which form:so large a part of that 
country’s business with London, have 
been unfortunate, wooden vessels again 
being to blame to a very large extent, 
but these steamers are in a different 
category to the American ones, since 
the greater part of them were built be- 
fore the War. The Japanese market is 
developing considerably at present time, 
and since London is the normal outlet 
for its excesses, there is every prospect 
of a fair amount of good business com- 
ing from that source in the future.” 


in extraordinary peril he is bound to 
disclose, or the insurance effected by 
him is void; but is it reasonable to 
suppose that he enters into a warranty 
or submits to a condition which may 
avoid the policy with respect to a state 
of facts of which he can know nothing? 
This condition, in many cases, he may 
have no power to perform. It should 
be understood that there is in all voy- 
age policies, but that there is not in 
any time policies framed in the usual 
terms, a condition of seaworthiness im- 
plied (Lord Campbell, C.J., in Gibson v. 
Small, 1853, 4 H.L., Cas. 353). Although 
the time policy be effected upon an out- 
ward bound ship lying in a British port 
where the insuring owner resides, a 
condition of seaworthiness is not to be 
implied (Coleridge, J., in Thompson v. 
Hopper, 1856, 25 L.J.Q.B. 240). In the 
absence, therefore, of any wrong or 
breach of contract on the part of the 
plaintiff, unseaworthiness is no answer. 
In effect, there being no violation of 
the law, and no fraud in the assured, 
an increase of risk to the subject-matter 
of insurance, its identity remaining, 
though such increase of risk be caused 
by the assured, does not avoid the in- 
surance (Willes, J., in Thompson v. 
Hopper, supra). The underwriter, how- 
ever, cannot be made liable for repairs 
rendered necessary, not by the perils of 
the sea, but by the bad condition of the 
ship at the commencement of the risk 
(Fawcus v. Sarsfield, 1856, 25 L.J.Q.B., 
249). 

If a vessel under a time policy is un- 
seaworthy within the knowledge of the 
owner, he cannot recover on a policy 
of insurance if the loss is due to un- 
seaworthiness of which he is aware. If 
a vessel is so unseaworthy that the loss 
which happens to her and the damage 
which is done must happen to her in 
any event, then the assured cannot re- 
cover on his insurance policy, because 
the loss is not due to a supervening 
peril, but is due to the state or condi- 
tion of the vessel herself. Against such 


a loss as that, the assured is not in- 
sured. 
ing peril. But in this last connection, 
if you couple unseaworthiness, against 
which there is no warranty, with some 
supervening peril, in such a case ag 
that, there being no warranty of sea- 
worthiness, the assured has a right to 
recover (Bailhache J. in Whittle y., 
Mountain, Lloyd’s List, 9th July, 1919). 
It is not sufficient to deprive them of 
their remedy on the policy that they 
were careless or did not do all that 
they ought to have done. It is neces- 
sary that she should have been sent to 
sea in an unseaworthy state with their 
privity; carelessness is not knowledge 
and privity (Pickford J. in Thomas 
Shipping Co. v. London and Provincial 
Marine and General Insurance Co., Ship- 
ping Gazette, Ist August, 1913). Itisa 
question of knowledge of facts and not 
a question of opinion on known facts; 
if the assured were privy to certain 
facts, and knew the facts, and as a re- 
sult of those facts they knew she was 
unseaworthy, then they are privy to the 
ship being in an unseaworthy state 
(Buckley L. J. ib. Journal of Com- 
merce, 18th June, 1914). Where a ship 
is sent to sea in a state of unseaworthi- 
ness in two particulars and the assured 
is privy to the one and not to the other, 
the insurer is not protected unless the 
loss is caused by the particular unsea- 
worthiness to which the insurer was 
privy (Atkin J. in re Thomas and the 
Tyne and Wear Steamship Insurance 
Association, 1917, 14 Asp., M.L.C., 87). 
Editor’s Note.—These comments on 
“Time Policies” are taken from an ar- 
ticle Mr. Withers wrote in “Fair Play.” 


ANDREW SCOTT’S SERVICE 


Secretary of Liloyd’s Register, Fifty 
Years With Society, Well- 
Known On This Side 

Andrew Scott, secretary of Lloyd’s 
Register, has completed fifty years of 
service with the society, having en- 
tered the Glasgow office as a boy in 1869. 
He came to London in 1864 as a junior 
clerk at the head office. In 1881 he 
made a tour of the outport offices, with 
a view of drawing up a uniform sys- 
tem of accounts, which ‘is. still ad- 
hered to in all outport offices. Lloyd's 
Register was reconstituted on its pres- 
ent basis in 1834, and in 1884, on the 
occasion of the jubilee of this event, 
Mr. Scott took the leading part in writ- 
ing the annals of Lloyd’s Register. He 
was appointed secretary to the clas- 
sification committee of the society in 
1887, which position he occupied until 
1904, when he succeeded the late Mr. 
Dryhurst as secretary of Lloyd’s Reg: 
ister. 

In 1913 he visited the United States 
and Canada, and again in 1915-16, and 
as a result of the negotiations which 
ensued, an American committee of 
Lloyd’s Register was established in New 
York. During the war he did remark- 
able work in surveying and inspection 
activities. 
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The opportunity created by the elimi- 
nation from the insurance markets of 
the world of the large number of Ger- 
man, Austrian and allied insurance com- 
panies, caused by the Great War, and 
the very high rates for marine and war 
risk insurance which prevailed during 
the war period, attracted the attention 
of investors in all the countries in which 
insurance has in the past been a busi- 
ness of any considerable importance, 
and resulted in the formation of a great 
many new companies, particularly in- 
stitutions writing marine insurance. In 
many, and perhaps most, cases the stock 
of these new companies was purchased 
by business men and bankers who had 
no personal familiarity with the tech- 
nique of the business—as, for instance, 
ship owners and persons engaged in 
the enterprises requiring large amounts 
of marine insurance, who assumed, cor- 
rectly or otherwise, that there was a 
large margin of profit in the high rates 
charged by the existing companies, and 
who desired to participate in the sup- 
posed profit through the operation of 
new companies owned by themselves. 
Looking forward, in the effort to fore- 
cast the results of the operations of 
marine insurance companies in the 
years immediately before us, the num- 
ber, financial responsibility and techni- 
cal knowledge and experience of the 
active managers of these Many new 
companies must be considered. 


How New Companies Have Sprung Up 
Abroad 


Some idea of the astonishing increase 
in the number of marine insurance com- 
panies in all the countries which have 
given particular attention to the devel- 
opment of that branch of underwriting 
may be gathered from the fact that in 
Christiania before the war there were 
eleven companies, while there are now 
seventy-five. In all of Norway in the 
early part of 1914 there were twenty- 
five active companies; eighty-one more 
have been organized since, making the 
present total one hundred and six. On 
a smaller scale the same sort of activ- 
ity has prevailed in Denmark, where 
new companies in considerable number 
have made their bow. In Sweden few, 
if any, new marine companies were 
formed; and in England comparatively 
few. In Holland several new companies 
are now in operation. In Japan before 
the war there were six companies ac- 
tively writing marine insurance; at the 
end of 1918 there were fifteen such com- 
panies. At the present time about 
twenty are actively in business, and fif- 
teen more fire and marine insurance 
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How the War Stimulated the Organization 
of Marine Insurance Companies Summarized 





What America Must Do to Meet Foreign Competition 





companies are in process of organiza- 
tion there. 
New Companies Here 
In the United States eight new com- 
panies were formed to write mainly, or 
wholly, marine insurance, though most 
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of these are now writing fire insurance 
also, as follows: 


Began 
Business 
American Merchant Marine 
Ins. Co., New York........ 1916 
Bankers & Shippers Ins. Co., 
SOE EEE eine nick wieeenc 1919 
Importers & Exporters Ins. 
Cy BION TONE ccccsawcecs 1918 
Jefferson Ins. Co., Philadel- 
ED Do Osu wah iene kl cade aaeata 1917 
Liberty Marine Ins. Co., New 
Rass wwe dwar a eae a 1917 
Merchants & Shippers Ins. 
cy. Se BO ktavesccexs 1919 
North Atlantic Ins. Co., New 
PE Weal ch ceed e-s Wa ales 1917 
Washington Marine Ins. Co., 
Se SE Sritswcavaartadeve 1918 


One strictly reinsurance company, the 
United States Marine Insurance Com- 
pany, of Jersey City, N. J., was organ- 
ized in 1918; and one sterling marine 
organization, the United States Lloyds, 
of New York, changed on July 1, 1919, 
to a joint-stock corporation. 


Entered During War Period 
The following foreign companies en- 


tered the United States for marine busi- 
ness during the war period: 


Entered 
U. 8. 


Baltica Ins. Co., Copenhagen, 
ee 1919 


BE asancaeyadencenrwences 1919 


By ALFRED M. BEST, Editor of “‘Best’s Insurance Reports’”’ 
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Joint Stock Co., Ltd., To- 

kio, Japan. 
Norwegian Joint Ins. Co., 

Ltd., Christiania, Norway... 1919 
Norwegian Marine & Trans- 

port Ins. Co., Sandefjord, 

DE tibicetsndueunecces 1919 
Scandinavian American As- 

sur. Corp., Ltd., Christiania, 


PRE avabeactnesees ence 1916 
Union Hispano-Americana de 

Seguros, Havana, Cuba.... 1917 
Union Ins. Society, Hong 

7” ae eee 1917 


At the present time eighty-two Amer- 
ican companies are writing ocean ma- 
rine insurance, of which nine are for- 
eign controlled; and forty-four foreign 
companies are regularly licensed here 
and writing marine business, of which 
six are reinsurance companies. 


Not Keeping Pace with Foreign Trade 
Development 


It is a fact, however, that the increase 
of marine facilities in this market has 
not begun to keep pace with the expan- 
sion of the foreign trade of the United 
States and the increase in numerical 
strength, value and importance of the 
American merchant marine. This is due 
in large part to a lack of general knowl- 
edge in this country concerning marine 
underwriting, and the handicap of vari- 
ous State codes of insurance laws en- 
acted with special reference to the gov- 
ernment of companies writing fire in- 
surance, which greatly embarrass fire 
insurance companies desiring to enter 
the marine field. We shall not have a 
satisfactory solution of this problem un- 
til] the entire subject is studied compre- 
hensively by underwriters and super- 
vising State officials, both of which 
groups might well undertake this work, 
through suitable committees, which 
could co-operate, to the end that such 
changes may be brought about in the 
insurance laws of the various States as 
the necessities of the case demand. It 
is of the greatest importance to the 
United States that everything possible 
should be done promptly and intelligent- 
ly to encourage the expansion of our 
marine insurance facilities. 

These facts are recognized and em- 
phasized in a letter submitted by the 
Congressional sub-committee on the 
Merchant Marine and Fisheries and the 
United States Shipping Board to the 
Governors and State insurance officials 
throughout the country, in December, 
1919. Among other matters touched up- 
on in this letter are the following: 


1. Of the sixty-three direct-writing 
American companies participating in 
ocean marine insurance, eight are for- 
eign controlled companies, and at 
least five more very sympathetically 
associated. (Note—We county eigh- 
ty-two direct-writing American com- 


. 


panies of which nine are foreign con- 
trolled.) 


2. Most of the remaining American 
companies writing marine insurance 
derive from 70 per cent to 96 per cent 
of their total premium income from 
lines other than marine. 


3. Only about one-third of the total 
marine insurance originating in the 
United States is written by American 
companies, a large part of the remain- 
der being placed with foreign insur- 
ers not licensed in the United States, 
for which this country receives very 
little in exchange. 

4. It was the belief of these authori- 
ties that “a well-directed competitive 
campaign is now being waged by for- 
eign underwriters with a view to 
again reducing American marine in- 
surance to the insignificant position 
of pre-war years.” 


5. Taxation of marine insurance is 
vastly heavier in this country than in 
Great Britain. Here the tax is on 
gross premiums; there, on net profits. 
In consequence, “A hull insured for 
$100,000 at five per cent in the United 
States pays a tax on the premium of 
approximately $200, against about $25 
in England. 


Shortage of Re-Insurance Facilities 


An interesting feature of the marine 
insurance situation in this country is 
the shortage of reinsurance facilities. 
Reinsurance is more necessary in the 
marin’ field than in any other branch 
of underwriting. It is no exaggeration 
to say that the American companies can- 
not meet the competition of their for- 
eign rivals unless they have adequate 
re-insurance facilities. This shortage 
has resulted in the placing abroad by 
many excellent American companies of 
treaties by which business is ceded to 
companies not licensed anywhere in the 
United States, and for such re-insurance 
the direct-writing companies cannot re- 
ceive credit under the laws of New 
York, or any other of the more impor- 
tant States. This is a situation which 
well deserves the careful attention of 
both underwriters and _ legislators. 
Changes should be made in the laws to 
meet the legitimate requirements of this 
rapidly growing department of Ameri- 
can industry. 

One immediate result of the forma- 
tion of so many new marine insurance 
companies, and the entry into that fleld 
ot older companies which had previous- 
ly confined their writings to other 
branches of insurance, was the eleva- 
tion of many comparatively inexperi- 
enced persons to underwriting positions 
calling for the exercise of that sound 
discrimination and judgment which can 
be acquired only through years of asso- 
ciation with the daily problems of this 
highly specialized and technical branch 
ot underwriting; thus were created the 
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London’s Lord Mayor 
An Insurance Man 





Tells The Eastern Underwriter Stor 
of His Career 








Sir E. E. Cooper, the new Lord Mayor 
of London, is an insurance man, the sec- 
ond of that fraternity to hold the office 
in the past five years. The new Lord 
Mayor is as democratic and likable a 
person as can be found anywhere, which 
judgment of him can be corroborated 
by reading some observations which he 
made about his career and gave to The 
Eastern Underwriter at the request of 
this publication: 

“I entered Lloyd’s as a clerk in Jan- 
uary, 1867, and started business for my- 
self in 1874,” he said. “In those early 
days it was de rigeur to wear a tall silk 
hat and quite a sensation was caused 
when a bold man came up to Lioyd’s 
Room in a straw hat. Now they come 
up with hats of multifarious descrip- 
tions, or without hats. 

“It was also customary in my early 
days to have a snuff box in your desk 
and a broker would generally like a 
pinch before he discussed business with 
you. Now this snuff box is never seen. 

“It was considered by some in my 
early days to be a business that did not 
require any special training, but those 
who held that idea have long since re- 
tired—perhaps wiser, but certainly poor- 
er men. A ludicrous example was an in. 


surance of a quarter of a million Mex- 
ican Eagle, from Mexico to a well-known 
bank in London. I took as large a line 
as I could, but was thought a fool by 
one of the novices because they were 
not made ‘free of mortality.’ 

“My firm was originally E. E. Cooper 
& Co., but I took the name of James 
Hartley when I took over the insurance 














SIR E. E. COOPER 


business of James Hartley & Co., who 
for many years have placed the business 
of the P. & O §S. S. Company: so now 
for many years, my firm is known as 
James Hartley-Cooper Co. 


“I have served for many years on this 
Committee of Lloyd’s, and also on the 
Committee of Lloyd’s Register of Ship- 
ping, of which I was deputy chairman 
until my taking on the duties of Lord 
Mayor compelled me to resign as my 
heavy duties have prevented my giving 
sufficient time to the onerous work of 
the Deputy Chairman. 


“I have always been proud of my con- 
nection with Lloyds, for it would be 
difficult to find a better or more gener- 
ous group of Englishmen than they are 
and for many years I have publicly ad- 
vocated the federation of all English 
speaking people for mutual defense and 
support, a hope which is now being real- 
ized with your great Republic.” 
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Training Underwriters in 
British Insurance Offices 











There is nothing mysterious about the 
training of a marine underwriter, either 
in London or anywhere else, but the 
following brief summary of the train- 
ing in an English office may be inter- 
esting. 

A young man often commences in an 
insurance office at the age of sixteen, 
and at a salary which in New York 
would be considered ridiculously small. 
He will at first be put probably in the 
general office, where he will gradually 
become acquainted with policies and 
their clauses; also, getting to know the 
various brokerage houses and general 
office details. Later, after a few years 
he may gravitate to the underwriting 
room and there for some years he will 
be left on one set of books, such as 
the “open voyage” books, in which are 
entered all “voyage” risks as they are 
accepted. 

Next, he will be transferred to an- 
other set—say, the “open time” books, 
in which are entered the time insur- 
ances accepted on hulls. 

After a year or two on them, he 


takes hold of the time or cargo indexes, 
in which are entered the “closings,” i.e., 
the sums actually written on any par- 
ticular risk. Continuing in their ascend- 
ing line he is put in charge of the re- 
insurances, assuming the responsibility 
of giving off all excess lines to rein- 
surers and other matters. 

By the time he has reached this 
stage he is fairly familiar with the un- 
derwriting methods of the company; 
he has a good idea of prevailing rates, 
of acceptable fleets, careful ownerships 
and average conditions. He now has a 
fairly good conception of what classes 
of business are to be avoided and what 
to be accepted. His ideas on these 
matters will be grounded on experience 
of probably at least fifteen years, em- 
bracing business from every nook and 
corner of the globe. 

Ready to Become Deputy Underwriter 

After holding down this position for 
some time, he is right in line for a po- 
sition as deputy underwriter. Thereaf- 
ter, he is in the limelight, as it were, 

(Continued on Page 34) 
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It is doubtful if in recent years any 
more interesting question has come be- 
fore marine underwriters than that in- 
volved in the case of “Eastlands,” and 
the further proceedings in that action 
will be followed with great interest by 
the entire insurance field. Stated brief- 
ly, the facts are as follows: 


This vessel sustained a number of 
minor accidents in 1917; these were 
temporarily repaired, and in January, 
1918, she was torpedoed and sunk. At 
the time of the minor accidents the ves- 
sel was insured against ordinary marine 
risk with the British & Foreign Marine 
Insurance Company, and that company’s 
policy was still in effect at the time of 
the final disaster. The war risks were 
covered with the British Admiralty. In 
settling the claim against them for the 
war loss, the Admiralty deducted the 
sum of £1,770, representing depreciation 
in value on account of the unrepaired 
damage. The owners, the Wilson Ship- 
ping Company, thereupon brought action 
against the British & Foreign for this 
£1,770 as loss caused by perils insured 
against. Justice Bailhache, before whom 
the case was first tried, gave a decision 
in favor of the insurance company, but 
on the case being taken to the Court of 
Appeals, his decision was reversed. 


The Marine Insurance Act of 1906 pro- 
vides that “Where, under the same pol- 
icy, a partial loss, which has not been 
repaired or otherwise made good, is fol- 
lowed by a total loss, the assured can 
only recover in respect of the total loss.” 
Obviously, had the war risk been cov- 
ered by the same policy as the marine 
risk, which is quite possible in theory, 
there could have been no attempt to col- 
lect for the unrepaired damage. But, in 
practice, these risks are invariably cov- 
ered under different policies, and at first 
sight it would seem that the “Eastlands” 
case, as it now stands, would lead to 
the conclusion that in every case of un- 
repaired damage covered by a marine 
policy, followed by war loss, this unre- 
paired damage would be claimable. This 
would bring about the result that if a 
vessel, fully insured against both marine 
and war risks, should sustain damage 
covered by the marine policy and be 
lost by war peril prior to repairing that 
damage, the owner could recover the 
full amount of his loss under his war 
Policy, and in addition, the estimated 
amount of unrepaired damage from his 
marine policy; in other words, he might 
recover a sum considerably in excess of 
his loss. This would however be in di- 
rect conflict with the old decision in 
the case of Livie vs. Janson. 





JOHN MILLIGAN 





JOHN MILLIGAN 


John Milligan commenced his 
career in Liverpool under arti- 
cles of apprenticeship with the 
late Charles McArthur, M. P., one 
of the leading authorities on ma- 
rine insurance of his day. He 
then came to the United States 
to take up a position in Seattle 
associated with John A. Bishop, 
the well-known San Francisco 
average adjuster. Mr. Milligan, 
spent several years in the ma- 
rine insurance business in Se- 
attle and then returned to Lon- 
don, where, for nearly five years, 
he acted as assistant to Edward 
Griggs, adjuster of claims of the 
Merchant Marine Insurance Com- 
pany, and Chairman of the Lon- 
don Salvage Association. Mr. 
Milligan joined the British Army 
in August, 1916, and served for 
nineteen months in France with 
the Sixth Queens Royal West 
Surrey Regiment. 











As a matter of fact, the “Eastlands” 
decision does not bear any wide appli- 
cation. It is strictly limited to cases 
where the shipowner is actually able to 
prove financial loss as the result of the 
unrepaired damage, and does not touch 
upon those cases wherein no such loss 
can be found. There is every probabil- 
ity that the case will go up to the House 
of Lords and their decision will be 
eagerly anticipated. 

Owner Might Make Profit 

One interesting sidelight on the situ- 
ation occurs to me, viz., that while it is 
true that in a few instances the owner 
might make a profit out of his war loss 


Two Marine Questions Interesting Average Adjusters 


1. THE “EASTLANDS” DECISION. 
2. CONTRIBUTION TO GENERAL COVERAGE EXPENDITURE 


By JOHN MILLIGAN, Average Adjuster, Neil Pearce & Co., Inc., New York, and Formally Assistant 
Average Adjuster, Merchants Marine Insurance Co., London 
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at the expense of his marine underwrit- 
ers, on the other hand marine under- 
writers have been benefiting to a very 
great extent as a result of war losses. 
In many cases they have insured a ves- 
sel for twelve months which has been 
sunk by war perils long before the 
expiry of that period, so that they have 
received a full annual premium for a 
liability of perhaps only a month or 
two; and they have consistently refused 
to pay any return of premium in such 
a case. 


Contribution to General Average 
Expenditure 

Another question of considerable im- 
portance to the marine insurance field, 
and one concerning which no definite 
legal decision has yet been handed 
down, is that of general average expen- 
ditures followed by total loss of ship 
and cargo. 

The two leading modern American 
authorities on general average differ 
diametrically on this matter. W. R. Coe 
writes as follows: 

“It seems to me that the party mak- 
ing the advances should be under an ob- 
ligation to protect them by insurance 
until the voyage is terminated. Indeed, 
it is customary for the owner making 
the advances to effect such insurance, 
and therefore it would seem that the 
owner should now be charged with this 
of total loss before arrival at destina- 
tion the owners of cargo should not be 
duty, and if he neglects it, in the event 
held liable for contribution to such ex- 
penses. If the shipowner or the 
master should volunteer to 
make advances for extraordinary dis- 
bursemerts on account of cargo, and 
should fail to insure them, upon what 
equitable or legal right could he justify 
a claim for contribution from the own- 
ers of the cargo in the case of its sub- 
sequent total loss? I can see no ground 
for such a claim in principle, and cer- 
tainly there is no authority for it in de- 
cided cases. The shipowner is not al 
ways bound to act as banker for the 
adventure and if he volunteers to do so 
without communicating with the cargo, 
or obtaining its authority, and fails to 
protect himself by insurance, the risk 
of subsequent loss of the advances 
should be upon him, and not upon the 
cargo.” 


E. W. Congdon’s Point of View 


On the other hand, E. W. Congdon’s 
view is, “When disbursements are in- 
curred directed toward the common ben- 
efit, and vessel and cargo are subse- 
quently lost before the voyage is com- 
pleted, such disbursements, if only as a 
matter of equity, should be repaid by 
those toward whose benefit they were 
directed, and the values existing at the 
time they were incurred would serve as 
a basis for the apportionment of them.” 
Also, “It is, it would seem, no answer 


by the cargo owner to say that the ship- 
owner or party who advanced the funds 
should, when practicable, insure the pro- 
portion applicable to the cargo against 
the risk of subsequent loss of the cargo 
during the voyage. Such expenditures, 
so far as applicable to the cargo, are in- 
curred by the master in his capacity as 
agent for the owner of the cargo, and 
under an implied authority from the lat- 
ter, and although they are sometimes 
insured by the shipowner, such insur- 
ance is not obligatory.” 

Mr. Congdon’s point of view is sup- 
ported by Lowndes, who states that “In 
the case of an absolute expenditure for 
general average, followed by an utter 
loss of the ship and cargo, it is not 
questioned that such outlay is recover- 
able from the owners of the ship and 
cargo rateably. The lien is of course 
gone; hence there may be a difficulty 
of tracing the actual owners of the prop- 
erty, and so a practical difficulty of re- 
covering payment; but it is not denied 
that, when this difficulty is overcome, 
there is a right of recovery.” And again, 
“The question of principle, then, seems 
to be clear. For actual outlay, incurred 
for the sake of all, each owner of prop- 
erty is actually a debtor, in respect of 
his proportion, so soon as the outlay has 
been incurred. It is not the indebted- 
ness, but simply the repayment, which 
is postponed till the termination of the 
voyage.” 

Gourlie writes: “No reason can be 
given why such expenditure should be 
borne by one person rather than an- 
other, and equity clearly requires their 
division, as otherwise the advancer of 
money would, without compensation, be- 
come an underwriter upon the adven- 
ture for the completion of the voyage.” 

Arnould & Carver also agree that, “In 
the case of a total loss of both ship and 
cargo, the shipowner is not compelled 
to bear the whole expense himself, but 
is entitled to a contribution from the 
owners of the various interests as those 
interests existed at the place where the 
expenditure was made.” 

The Shipowner’s Duty 

The last four writers, however, have 
not apparently taken under considera 
tion the question as to whether or not 
it is the shipowner’s duty to effect in- 
surance on these general average dis- 
bursements, and that is the important 
point on which Mr. Coe bases his argu- 
ment. If this question ever reaches the 
courts, as it may do, it should provide 
an exceedingly interesting case. It has 
been argued that the case might be com- 
plicated somewhat by the possibility of 

(Continued on Page 28.) 
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The Hartford Fire Insurance Company takes a personal 
interest in the welfare of each policyholder, and extends a 


full measure of cooperation to you, its Agent. 


Everything that a profitable insurance business demands 
is characteristic of the old Hartford. Reputation, prestige, 
fair and square dealing, financial stability, never-failing in- 
demnity, capable fire prevention—all help in the writing of 
Hartford business. 


The variety and extent of salable coverage afforded by 
the Hartford is another great factor in building up the busi- 
ness of its agents. ‘These things will build up your agency 
just as surely. Write for full information. 


Hartford Fire Insurance Company 
HARTFORD, CONN. 


Service That Satisfies 
Agents And Policyholders 
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It is necessary for a marine insurance 
company covering shipments to all 
parts of the world, to have arrange- 
ments whereby goods arriving at desti- 
nation may be surveyed for their ac- 
count and an adjustment made up in 
accordance with the policy conditions 
and the loss paid as called for by the 
endorsements on the certificates. The 
more complete these arrangements are, 
the greater the advantage in competi- 
tion. Business is frequently given to 
a company which can expeditiously 
settle and pay claims in some far off 
country, just for that reason, and busi- 
ness has been taken away from com- 
panies -because of their inability to 
promptly effect settlements at foreign 
ports. 

The first step to be taken in organiz- 
ing a claims settling system is the ap- 
pointment of claim agents and settling 
agents. In this article claim agents 
refer to those to whom an assured may 
go in case of a claim and who is au- 
thorized to survey the damage and pre- 
pare the claim papers, but who has not 
authority to pay the claim. Settling 
agents will refer to those who have all 
the authority and, in addition, after a 
settlement has been effected, have au- 
thority to pay the claims or to give a 
draft on the company for it. There are 
many small or less important parts 
where it is desirable to have a repre- 
sentative, but where it may be impos- 
sible to get someone familiar enough 
with marine adjustments to give them 
full authority or business may not be 
of sufficient volume to warrant it. In 
such cases a claims agent may be ap- 
pointed who will arrange for damage 
surveys. Reports and all necessary 
documents can be sent to the nearest 
settling agents for final action. 

There are established and reputable 
firms in all large ports who have rep- 
resented marine underwriters for years 
and most of these would be glad to take 
on any good company. 


Tendency to Appoint Americans 


The National Board and the New 
York Board of Marine Underwriters 
both have a very full list of agents 
which are available to all members. 
The older marine offices here also have 
their representatives. It will be found 
that in Many places one or two con- 
cerns represent the great majority of 
interests. Great care has been exer- 
cised in the appointments, as such rep- 
resentatives occupy a position of trust 
and confidence and their action can 
materially affect the reputation of a 
——- Before the war a number of 
7€rman firms acted as settling agents 
for companies here. Then the Germans 
were most active in all lines associated 


with foreign trade. The war, however, 
put many of them out of business. 
American firms have become estab- 
lished abroad and there is a tendency 
to appoint Americans when they are 





Ss. D. McCOMB 


available, or a native of the country in 
which the appointment is made. This 


is preferable to being represented by a 
national of a country competing with 
the United States. 







Arrangements for Settlement and 
Payment of Insurance Claims Abroad 


By SAMUEL D. McCOMB, Manager the Marine Office of America 
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After the claims agents and settling 
agents have been agreed on, the next 
thing is to provide the funds for the 
payment of claims. Now that some of 
the largest American banks have be- 
come interested in foreign trade, it is 
a simple matter to arrange with one of 
them to open letters of credit through 
the bank’s branches or correspondents 
in favor of each settling agent—losses 
being paid on the presentation of proper 
documents certified to by the settling 
agent. There is a limit to the amount 
which will be paid by any branch bank 
or correspondent on demand. Where 
claims exceed this limit a cable is sent 
to the bank, which in turn consults the 
insurance company, and, if it is in 
order, a cable is sent to pay. Usually, 
the bank will require a fund to be kept 
with it to meet the foreign payments, 
and, as paid claims come to the bank, 
they are turned over to the insurance 
company, which immediately restores 
the fund to its agreed amount. 


It is usual to have printed on certifi- 
cates the name and address of claims 
and settling agents, or at least the 
names of such as are in the country to 
which the certificate will be sent. 


Text of Clause 


In addition, there is usually a clause 
reading somewhat as follows: 


In the event of loss or damage, report 














United Kingdom Mutual Insurance Associ- | 
ation Arranges to Issue Dollar Policies 


By ROBERT R. DOUGLASS, Liverpool 
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It is perhaps not generally under- 
stood that all underwriting is, and must 
be, co-operative—that is to say—pay- 
ments for claims and losses under the 
contract of insurance must, in the ag- 
gregate, be within the premium en- 
cashed, or the premium will automati- 
cally be increased. Between the years 
1720 to 1824, British insurance com- 
panies were limited to two in number 
by Act of Parliament, and these, to 
gether with Lloyd’s, enjoyed a virtual 
monopoly of underwriting. The under- 
writer does not differ, and never has 
differed, from other men of business in 
taking full advantage of opportunities, 
and it consequently came about that 
ship-owners discovered that they could 
save considerable money by insuring 
each other’s vessels. Although it is 


going a long way back, there is little 
doubt that mutual insurance was the 
original form of indemnity for marine 


losses. It was, however, during the 
aforesaid century of monopoly that 
British mutual insurance societies mul- 
tiplied and increased in favor, Un- 


fortunately, their policies and rules in- 
creased in volume and intricacy. 

It is now more than forty years since 
there was established in Liverpool the 
United Kingdom Marine Mutual Insur- 
ance Association. This association inaug- 
urated a new departure in mutual insur- 
ance. The “Club Policy,” as it was then 
styled, with its incorporated rules, had 
become sadly overweighted with war- 
ranties; deductions from claims and 
losses; compulsory surveys; and the 
ominious words NOT INSURED 
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same immediately. Arrange for a sur- 
vey with the company’s claim agent at 
the port of discharge or disaster. If 
there be none at or near such port, no- 
tice shall be given to an accredited rep- 
resentative of the National Board of 
Marine Underwriters of New York or 
the Board of Underwriters of New 
York; or if there be none, to the ac- 
credited representative of Lloyds, 
London. 

Request such representative to hold 
a survey and issue a certificate stating 
the cause and extent of the loss or 
damage as well as the market value of 
the merchandise involved had it arrived 
in sound condition. When goods ate 
discharged from a vessel in a damaged 
condition, file a claim in writing against 
the vessel owners before removing 
goods from dock. 

After the foregoing formalities have 
been complied with a statement of the 
claim with the complete documents, in- 
cluding copy of letter to vessel owner 
and their reply, should be sent to the 


company’s settling agents to enable 
them to decide as to the liability of the 


company, and if found in order certifi- 
cate will be issued for collection from 
company’s bankers. 

It is, of course, necessary to provide 
the settling agents with copies of poll- 
cies, details of the banking arrange- 
ments that apply to them, and such 
other instructions as they may need to 
properly handle the claims as presented. 


The United Kingdom Association de- 
cided to adopt Lloyd’s form of policy 
with few warranties, and a marked ab- 
sence of restrictions affecting the va- 
lidity of the cover. Its progress was 
rapid. In a few years it was insuring 
1,000,000 pounds sterling annually on 
the hulls of sailing vessels. The old 
Club Policy disappeared—all British mu- 
tual associations following the lead of 
the United Kingdom and adopting 
Lloyd’s form. 

This forty year old United Kingdom 
Association has seen many changes in 
ship-owning—the passing of the long 
voyage wooden sailer; the substitution 
of iron and steel for wood in shipbuild 
ing; the coming of the steamship, and 
the auxiliary sailer. 

The Great War brought about an im- 
portant increased production of large- 
tonnage wood and steel vessels in the 
United States, and the United Kingdom 
Association has for the past two years 
been giving facilities for the insurance 
of the hulls and freights of such on a 
sterling basis. It now proposes, and is 
making arrangements to that end, to is- 
sue Dollar Policies, to pay and be paid 
in dollars only. 
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Three important factors have made 
themselves felt in the marine re-insur- 
ance market during the past year. 

First, a determination seems to have 
become fixed in the minds of the com- 
pany managers here that this market 
must maintain the position gained dur- 
ing the war in the marine insurance of 
the world. This means that they are 
forced to secure adequate re-insurance 
facilities and we, therefore, find offices 
requesting re-insurance covers which 
previously have managed to get along 
without re-insurance and some of which 
have been opposed to it in any form. 


Sizeable American Re-Insurance Facility 


Second, the fact that several new com- 
panies have been organized during the 
past year to transact an exclusive re- 
insurance business is an indication that 
the American marine insurance men 
are beginning to realize it would be 
fatal to their interests ever again to be 
faced with the sudden cessation of their 
re-insurance through a declaration of 
war, and they are, therefore, seriously 
going about the business of establishing 
a sizeable American re-insurance facil- 
ity which is destined to become a per- 
manent and growing adjunct to the busi- 
ness. In the work of interesting capital 
in such an enterprise they have been 


greatly assisted by the advertising given , 


re-insurance companies and their profits 
by the Alien Property Custodian’s office 
and from the number of inquiries for 
re-insurance statistics which have been 
received by this office there is every 
promise of even more activity in or- 
ganizing new companies for this pur- 
pose during 1920. 

Third, American company managers 
have made a greater study of re-insur- 
ance due to the emergency than ever 
before with the result that they are be- 
ginning to appreciate that it is not the 
company which offers them the most 
favorable contract which conduces to 
permanency, and they have obtained an 
experience which has taught them it 
does not pay to effect a contract of re- 
insurance which will endure for a short 
time only. 


Must Hold Position 


As stated previously, American com- 
pany managers are apparently deter- 
mined to secure and maintain sufficient 
re-insurance facility permanently to in- 
sure their writing capacity in a com- 
petitive market. Under present condi- 
tions they are not permitted to take 
credit in their financial statements for 
premiums received or losses paid for 
account of unadmitted re-insurers. As 
there are only two New York State com- 
panies, and less than twelve companies 
licensed in New York State that are 
financially able to do so, which have 
not now their maximum marine insur- 
ance facility either through direct writ- 
ing connections or re-insurance, the ma- 
rine companies are placed in a very 
labored position to secure adequate fa- 
cilities. Several of the New York com- 
panies undertook as war expedients re- 
insurance contracts with companies in 
the Middle West as a result of which 
there are several suits now in the courts 
in which these companies are trying to 
recover for losses due them, and, since 
they must put up the same reserve 
whether the company’s head office is in 
Des Moines or Tokio as long as it is 
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The Future of Marine Re-Insurance 





~ By ROBERT R. toe LAER, New York 


not licensed in New York State, most 
of the marine companies have come to 
the conclusion that their business is 
safer and more durable with the estab- 
lished companies of other nationalities 
who understand the marine business 
and with whom experience has taught 
them there are not so many costly mis- 
understandings and expensive reporting 
systems which must be observed. 


Comment on Daily Report System 


Surprising as it may seem it has 
proven cheaper to report business bound 
to foreign companies of other nation- 





ROBERT R. toe LAER 


alities than to companies domiciled, for 
example, in New Jersey. The reason for 
this is seen in the fact that, as most of 
the American companies re-insuring ma- 
rine business at the present time were 
formerly exclusively fire insurance com- 
panies, they desire and demand a fire 
insurance daily report form and other 
fire insurance practices not applicable 
to marine insurance, which have caused 
several of the marine companies to re- 
vamp their entire office routine at no 
end of cost in order to accommodate 
themselves to such a system. As ma- 
rine insurance is so international in 
character the methods prevailing here 
are practically identical to those in the 
other major ports of the world, and, 
therefore, the American company has 
found that with proper foreign re-insur- 
ance, they need make only additional 
copies of their own records. This has 
proved a great saving aside from other 
considerations. 

Therefore, the business has been un- 
dergoing a clearing process which has 
had two objectives: either to find Amer- 
ican facilities which will accommodate 
themselves to the marine business in- 
stead of forcing the marine business to 
conform to their special requirements 
or to accept foreign companies which 
are already adapted to the business and 
the refusal of the American fire insur- 
ance companies to deviate from their 
strong stand is gradually causing them 
to fall in disfavor with marine insurance 
officials. 


Circumstances combine to make it ab- 
solutely bad business judgment for a 
foreign company to enter New York 
State on a licensed basis at the present 
time. Under prevailing exchange rates 
January 1, a French company, for in- 
stance would lose approximately $300,- 
000 in order to make the required de- 
posit of $300,000 in New York State 
which could have no other booking than 
profit and loss and would take a number 
of years of favorable operation in the 
United States to equalize. They are also 
declined credit for bonds of their own 
government. 


Difficulties for Foreigners 


A stigma has been cast upon American 
marine insurance from a foreign point 
of view which years of profitable exper- 
ience with American insurers can only 
eliminate but which is due almost solely 
to the conditions existing here govern- 
ing marine insurance. Because of these 
requirements as to reserve, American 
companies have been forced to ask their 
foreign reinsurers for concessions which 
to the foreign manager not wholely 
familiar with conditions here have nat- 
urally been interpreted to mean that the 
American companies were trying to take 
an advantage. The reasonableness of 
this interpretation is easily comprehend- 
ed when the great variance between the 
entrance requirements of other coun- 
tries of the world are compared with 
those existing in the United States. 
These circumstances combined with the 
heavy losses which are known in Eu- 
rope to have been covered in New York 
make the European attitude easily un- 
derstandable. 

The development of new American re- 
instrance companies will be an interest- 
ing one to observe. Several of the com- 
panies which have commenced operat- 
ions already show an appetite for pre- 
miums which, unfortunately, can but 
have a detrimental effect on their finan- 
cial standing about two years hence. Un- 
like a’direct writing insurance company, 
the business of a re-insurance company 
may easily generate its full volume in 
the course of a few months with the re- 
sultant heavy reserves which in the case 
of new companies is quite apt to place 
them in the position of having a too 
materially reduced surplus account 
about the middle to the second year of 
operation. 

With the financial backing that some 
of these companies have, however, it is 
hardly conceivable that they can come 
to grief in this direction and the plans 
of some of the other companies which 
are forming indicate that their managers 
have made a thoro study of the situ- 
ation. 

As well with new companies as with 
old, there seems to be a better under- 
standing of re-insurance today than ever 
before. Managers are very keenly com- 
ing to learn that permanacy is one of 
the most important things to be consid- 
ered in negotiating a re-insurance con- 
tract rather than a favorable or loose 
form of contract and to our knowledge 
two New York companies in the past 
month have accepted covers at less pro- 
fitable terms than were offered them 
from another source because of their 
conviction on this score. 


Confidence Now Establised 


At this writing, the general consensus 
of opinion seems to be that the final 
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figures showing the business of 1919 will 
disclose an extremely unprofitable year 
for the American marine companies but 
from a re-insurance standpoint, it ap- 
pears to me to have been a beneficial 
one from many angles and an indication 
of continued advancement and develop- 
ment in this branch of the business. 
The marine companies here have had 
an opportunity to see how the reinsur- 
ance will react under adverse circum- 
stances and with the confidence born of 
experience they can now proceed with 
plans for enlarging and expanding their 
business with the certainty that their 
reinsures are worthy as well as desir- 
ous of participating in their profits, hay- 
ing demonstrated their ability to fulfill 
their share of the losses. 





BOLSHEVISM AT SEA 





Many Cases of Mutiny on Ships 
Reported by American Consul 
at Buenos Aires 


A correspondent of a shipping paper, 
writing from Buenos Aires about River 
Plate news, says of insubordination and 
mutinies aboard ships: 

“The case of the American motor 
schooner, “City of Orleans,” proves that 
the tenacles of the Maritime Federation 
are reaching sea-going vessels. U. S. 
vessels seem especially susceptible to 
the charm of the local agitator. Case 
after case of mutiny and insubordina- 
tion occur, but rarely come to public 
knowledge. The U. S, Consul-General 
at Buenos Aires is working at top pres- 
sure just now, and he would like to 
know who are the responsible parties 
for the growth of Bolshevism on Ameri- 
can ships. The matter of the “City of 
Orleans” is of special interest. The cap- 
tain of the vessel was very dissatis- 
fied with the conduct of two of the 
crew, who were openly mutinous. He 
called in the good offices of the Con- 
sul-General, and after several meetings 
it was decided that the two men should 
be paid off, which was done in due form. 
The men then complained to the local 
Federation that they had been unfairly 
treated, and a delegate of the Federa- 
tion was sent on board to interview 
the captain on the matter. The latter 
refused to acknowledge the authority of 
the unwashed delegate to question his 
authority over his own crew, and that 
delegate left faster than he came. ID 
side of an hour discharge was com: 
pletely stopped, and the agents were 
informed that the carrier would remain 
idle until the captain was discharged. 
After a few days of such inaction it 
was resolved that the captain should 
be nominally discharged, and he is to 
day living in state in a first-class hotel 
until the last hour of the vessel's stay 
in port. The men think him discharged, 
and, for my part, I shall not be sur 
prised to hear that the crew will re 
fuse to sail when he does put in am 
appearance. We certainly live in Bol 
shevistic times.” 





Australia last year pushed her pro 
gram for increasing the merchant 4 
rine, and for several months was yr 
ing vessels at a reported price of $1 
a ton. 
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There is probably less co-operation 
among American marine underwriters 
than among any other class of Ameri- 
can business men, although the need 
for such co-operation is paramount in 
this industry, especially at the present 
time. Before the war we had no ap- 
preciable merchant marine; hence, we 
diu not need to consider the problem 
of insurance for our ships, To-day we 
have a merchant marine of considerable 
size, and the future welfare of that mer- 
chant marine depends upon an affirma- 
tive reply to this question? Can we 
insure a considerable amount of the 
value of each American hull in Ameri- 
can marine insurance companies? We 
can if American underwriters will co- 
operate to bring about more favorable 
conditions; we cannot if the present 
trend continues. 

Why is it necessary to insure a con- 
siderable portion of the value of each 
American ship in American insurance 
companies? To answer that it is neces- 
sary to review the position which Eng- 
lish companies of London occupy in the 
marine insurance world. London is the 
marine insurance market supreme. She 
takes the excess marine insurance from 
all her colonies, from the Far East, from 
South America, from the United States 
—from the world in general. English 
companies have agents and affiliations 
in all countries; they obtain the ideal 
spread of business all over the world 
which is the desideratum for success in 
any field of insurance and which is a 
requisite in marine insurance because 
of the fact that marine business cannot 
be confined to one area as can other 
insurance risks. 

A fire insurance company may con- 
fine its activities to the United States 
of America, for example, with reason- 
able assurance of success. Fire insur- 
ance is, in the great majority of cases, 
placed on immovable structures, the 
hazard in any particular area being 
known fairly accurately from long ex- 
perience, and the company can rest se- 
cure in the knowledge that the rate is 
adequate to meet the conditions gov- 
erning its risks—conditions not subject 
to change to any considerable extent. 


In marine insurance, especially hull 
insurance, the conditions are entirely 
different; a company insures a hull with 
wide trading warranties. When the un- 
derwriter accepts the insurance he may 
have every reason to believe that the 
Ship is to conitnue in the Trans-Atlantic 
trade, but he must not be surprised to 
hear that her owner has sent her on a 
trip to the River Plate or to Japan. A 
fire company might well succeed by 
confining its business to New England, 
for example, but if that company were 
forced to accept a dozen risks in Ken- 
tucky, twenty in California and one 


bundred in Minnesota, with little op- 
portunity to expand business in those 
States, its position would not be envia- 
ble. Yet that is the position of the ma- 
rine insurance company which cannot 
or does not enter into a world-wide busi- 
ness. If marine insurance companies 
could confine their hull business to cer- 
tain routes, London would not have the 
distinct advantage which she now has. 
This, however, cannot be done, and, 
hence, London, obtaining as she does 
the grand spread of business, is in a 
position of decided advantage. This 
wonderful spread enables her to exer- 
cise a monopoly almost when and where 
she will. If the market is limited in any 
part of the world, she can demand her 
rate for the excess insurance, which in- 
evitably must be offered to her; if she 
meets with serious competition in one 
part of the world, she can wage a cut- 
rate war, and depend upon higher rates 
from some other sector for compensa- 
tion until she stifles the competition. I 
say this with no malice; in fact, with a 
decided admiration for the persistency, 
foresight and business acumen which 
London underwriters have long dis- 
played in playing their game. They con- 
tributed largely to the decline of our 
merchant marine in the middle part of 
the last century. They are playing the 
same game to-day, and, if they succeed, 
we have nobody to blame but ourselves. 


Community of British Interests 


It must be realized that English in- 
surance companies are to a large extent 
identical with English bankers, shippers, 
manufacturers and merchants. Hence 
English interests are willing to lose 
some money as underwriters if they can 
make more as merchants or shippers or 
manufacturers or bankers. The fact 
that these interests are combined to a 
large extent in England explains why 
England has been able to dominate 
commerce and shipping in the past. I 
have said that English underwriters con- 
tributed largely to the decline of our 
merchant marine in the middle of the 
last century. That was accomplished in 
a comparatively simple but effective 
manner. Our wooden clipper ships were 
carrying a large part of the world’s ship- 
ping at that time, but during the Civil 
War the iron ship came into existence 
as a factor in the shipping industry. 
We were so prostrated by*the struggle 
that we could not at once replace our 
wooden ships with iron vessels and Lon- 
don underwriters — representing also 
shipping, banking, manufacturing and 
mercantile interests—were quick to 
seize the opportunity. They ceased to 
class our clipper ships in Lloyd’s Reg- 
ister, the book of ships’ pedigrees; con- 
sequently, no foreign companies would 


insure our clippers except at rates which 
precluded competition with iron hulls. 
At that time there were not sufficient 
marine insurance companies in America 
to assume the risks, our clipper ships 
could not be insured except at high 
rates and consequently they rapidly dis- 
appeared from the sea. And English 
companies—a combination, be it remem- 
bered, of all financial interests — 
emerged with a monopoly on the 
world’s trade. 


Rate Observations 


But someone may say that such a 
thing is not possible at the present 
time. I admit that the method of pro- 
cedure would not be the same, but iden- 
tical results would be accomplished in 
a different way. London is at present 
accepting our hulls at cut rates—at 
rates which cannot possibly pay the 
losses. Why? Ignorance? No, igno- 
rance cannot be considered as the rea- 
son; London underwriters are too expe- 
rienced and too wise to allow us to as- 
sume this as an explanation, especially 
since they persist in accepting our hulls 
at these rates. Why, then? The an- 
swer seems to be, “They are playing 
the old game.” Be it remembered that 
English insurance companies are to a 
large extent identical with English ship- 
ping, commercial and trade interests. 
Let us also recall that these interests 
have repeatedly expressed their fear 
during and since the war that England 
might lose her hold on the world’s trade, 
and bear in mind that the United States 
with her rapidly increasing merchant 
marine is England’s only serious rival. 
In attacking an enemy's fortifications, 
the weakest point is sought out for the 
primary assault. English companies are 
cutting marine rates on American hulls 
and American cargo business, because 
they realize that many American com- 
panies, if they should lose money 
through meeting lower rates, will with- 
draw from the marine insurance busi- 
ness; and, if the contest is continued 
long enough, the American marine in- 
surance market may revert to its pre- 
war condition, which would mean that 
its facilities would be too limited to fig- 
ure to any considerable extent in the 
world’s market. When this happy con- 
dition is brought about, our hulls would 
depend entirely or practically entirely 
on London for insurance facilities; in 
other words, London would have a mo- 
nopoly and then rates could be ad- 
vanced to monopolistic heights. Eng- 
lish companies could then start the sec- 
ond phase of the contest and raise the 
rates on American hulls, not openly or 
flamboyantly, of course, but they would 
doubtless raise them; and an American 
hull which must pay 8 per cent per an- 


num for insurance cannot compete with 
an English hull of the same class which 
might pay only 5 per cent. The differ- 
ence of 3 per cent in the annual rate 
on a hull valued at $1,000,000 would be 
$30,000, which might well represent the 
difference between the success and fail- 
ure of the operation of that ship. And 
English underwriters and business men 
know that when ships do not earn 
money, they are put on the market and 
may be bought in, as bargains perhaps, 
by those who can operate ‘them profit- 
ably. So might end the American mer- 
chant marine. 


Lack of Co-operation Among American 
Underwriters 


I realize that I may be accused of 
fighting windmills but in turn I desire 
to point out the fact that these wind- 
mills, innocuous as they may appear, 
have ground belligerently in the past 
and that their grinding was inexorable; 
they are grinding now. American com- 
panies are already ceasing to underwrite 
hulls, and are seeing cargoes sent to 
England every day at rates which are 
by no means adequate to cover the risk. 
The English machinery is in motion— 
it is high time that we Americans were 
throwing the monkey-wrench. 

The monkey-wrench can be supplied 
from either of two sources: (1) Amert- 
can marine insurance and allied inter- 
ests, or (2) the Government. English 
underwriters are taking a chance on the 
United States Government. They are 
known to be excellent gamblers, but 
their gambling spirit is probably not 
severely taxed, in their opinion, when 
they make a bet that the American Gov- 
ernmnet will be slow to venture into 
new fields of business enterprise in view 
of the sorry results which it has ob- 
tained in those fields where it has en- 
tered. They count the United States 
Government out of the reckoning and 
perhaps they are right. But unless 
American marine insurance companies 
can meet the situation, our government 
may be forced to intervene in the end 
in order to save American shipping. It 
is more logical, however, for the Amer- 
ican companies to handle the situation 
and work out the problem of our ship- 
ping and commerce. And this brings 
us back to the first statement of this 
article—the lack of co-operation among 
American underwriters, 


Favors Association of American Ma- 
rine Underwriters 


If American marine underwriters, 
shipowners, merchants, manufacturers, 
and bankers would realize how intimate- 
ly their interests are bound together, 
they would probably co-operate in com- 
plete accord. Unfortunately this fact is 

(Continued on Page 34) 
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ST. PAUL FIRE & MARINE INSURANCE CO. 
== PHOENIX INSURANCE CO. OF HARTFORD 
CAMDEN FIRE INSURANCE ASSOCIATION 
= WESTCHESTER FIRE INSURANCE CO. 

a GREAT AMERICAN INSURANCE CO., NEW YORK 
= NIAGARA FIRE INSURANCE CO. 

~ ) SECURITY INS. CO. OF NEW HAVEN 
CONCORDIA INS. CO. OF MILWAUKEE 
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== PROVIDENCE WASHINGTON INSURANCE CO. 
= MASSACHUSETTS FIRE & MARINE INS. CO. 
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Salvaging Ships in New York Harbor 





RALPH CHAPMAN Describes Chief Incidents in Principal Local Wrecks Since War 
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Salvaging ships which have been sunk 
or beached in and near New York har- 
bor is going on day after day with the 
public knowing little about it. Occa- 
sionally, it hears of a sensational inci- 
dent, such as the mysterious turning 
over of the great steamship “St. Paul’ 
at her pier in wartime, and, later, there 
is a paragraph or two in the papers 
telling about her going into commission 
again, but the average man does not 
know that dozens of ships, ranging from 
big liners to tugs, have sunk within 
sight of the Woolworth Building tower 
since August 1, 1914. Some are still at 
the bottom, but others have been resur- 
rected from what looked to be a watery 
grave. Millions of dollars in cargo 
values have been saved. During the 
war the year 1918 was the headliner for 
local harbor sinkings.- 


the ship was pumped out and taken to 
the dry dock. 

The “Huttonwood” in Erie Basin was 
partly loaded with a cargo of benzole, 
workmen on board being engaged in 
making some repairs in the midst of 
which they dropped a tank of acetylene 
in her hold, an explosion following 
which set the ship on fire. Water was 
pumped into the port hold until she 
sank, the only way in which the vessel 
could be saved from total destruction 
by fire. Merritt & Chapman built cof- 
fer dams around the two forward 
hatches and pumped the ship out. Just 
as they got her afloat she took fire 
again, why nobody knows, but in a 
short time she again was under water. 
The wreckers then removed all the ben- 
zole; again coffer dammed the ship, and 
pumped her out. 




















USING DERRICK ON HARBOR WRECK 


Many of the salvage stories have a 
human interest quality and no two are 
exactly the same. Ralph Chapman, of 
the Merritt & Chapman Derrick and 
Wrecking Agency, New York, was asked 
by The Eastern Underwriter this week 
to give a brief summary of some of the 
most interesting of the salvage jobs 
which his concern has done. He had 
a chance to take his pick from the 
“Manchuria,” “Saratoga,” “Minnesota,” 
“Lord Dufferin,” “H. F. Dimock,” “St. 
Paul,” “Huttonwood,” “Roselind,” “Cre- 
ole,” “Chicago City,” “America,” “City 
of Lahore,” “Nils,” “Sixaola” and “Wau- 
besa,” all of these being large and im- 
portant operations in salvage. 

“The Lord Dufferin” was lying at an- 
chor off the Statue of Liberty when the 
‘Aquitania” came up the harbor, struck 
her in the stern, taking it off. An at- 
tempt was made to raise the stern, but 
it was too heavy and was dynamited. 
The balance of the ship was beached, 
the greater part of her cargo being 
moved to the aft portion. Steel pon- 
toons were put in; they were inflated; 


The “Manchuria” sank by the stern 
off Tompkinsville, after having been 
loaded with general cargo and sailing 
late in the afternoon. As she was go- 
ing down the bay fog set in; she came 
to and anchored. The tide swung her 
around until she struck a monitor which 
was one of the war vessels guarding 
the harbor at the time. A hole in her 
port side was opened; she commenced 
to fill up with water; she lost her an- 
chor and headed up the bay. Beginning 
to settle rapidly, she was beached off 
Tompkinsville, 

It being foggy, Merritt & Chapman 
had hard work locating her after the 
hurry call was received. They found a 
hole 15 by 20 feet in the port side which 
had to be patched by divers; then she 
had to be coffer-dammed about Nos. 7 
and 8 hatches. Electric magnets (for 
the first time, it is said) were used to 
hoist out shells and other parts of the 


cargo. 


The “Nils” was in collision with the 
steamship “Port Phillip” in Ambrose 
channel, the latter being sunk. The 


“Nils” was beached on the West Bank 
off the channel. Considerable of her 
cargo was removed; pumps were put to 
work, and she was brought in in that 


were hampered by extreme cold which 
prevailed at the time, it being the cold- 
est winter (1917) that New York City 
had ever seen. There was so much ice 

















DYNAMITED STERN OF “LORD DUFFERIN” 


condition. There were enough pumps 
to keep enough water out so that she 
did not sink. 


it was difficult to move boats about the 
ship, while steam froze in the pumps. 
The most famous salvage case of all 























WORKING ON “L ORD DUFFERIN” 


The “Minnesota” was going up East 
River to get into Long Island Sound 
when she struck a rock off Ward’s Is- 
land. Getting clear of the rock she 
was beached at Lawrence Point. Mer- 
ritt & Chapman found upon examina- 
tion that the hold had been punched 
close to the keel in the after part of 
the ship, making it difficult to patch, so 
they had to place a considerable num- 
ber of pumps on her and tow the ship 
to the dry dock. This operation was 
not so easy as it sounds as the workmen 


was, of course, the rolling over and 
floating of the 13,000-ton “St. Paul,” lift- 
ing this fine ship out of 32 feet of mud 
and 54 feet of water which engulfed 
her. On April 25, 1918, the “St. Paul” 
left Erie Basin, where she had been in 
dry dock, and was being towed into po- 
sition at two North River piers when, 
without warning, she heeled heavily to 
port and sank in 64 feet of water, Mer- 
ritt & Chapman found her lying on her 
port side with a list of 73 degrees. The 


(Continued on Page 29.) 
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Few people living remote from the 
great fresh water lakes of the United 
States have any idea of their extent and 
area. The shipping and commerce on 
these lakes is also a subject with which 
most people of the United States are 
entirely unfamiliar. 

The tonnage carried in the ships on 
these lakes during a season of naviga- 
tion, lasting but a little over eight 
months, exceeds one hundred million 
tons. The shore line of the Lakes Su- 
perior, Huron, Michigan, Erie, Ontario 
and St. Clair exceeds in length the At- 
lantic coast line of the United States. 
All of these lakes, with the exception 
of Lake Michigan, form the boundary 
line between the United States and Can- 
ada. This is also true of the River St. 
Mary, which connects Lake Huron with 
Lake St. Cair; the Detroit River, which 
connects Lake St. Clair with Lake Erie; 
the Niagara River, which connects Lake 
Erie with Lake Ontario, and the St. 
Lawrence River, which empties the en- 
tire chain of lakes and their tributary 
waters into the Atlantic Ocean. 


The Commodities Carried 

The commodities carried in the lake 
vessels are, in the order named, iron 
ore, coal, grain, lumber, flour, fruit, fish 
and other general merchandise. Navi- 
gation opens about April 1 and closes 
on December 5 of each year. The un- 
derwriters, however, extend their insur- 
ance on cargoes up to as late as the 
10th and 12th of December. After the 
general close of navigation there is some 
trade on Lake Michigan from Milwaukee 
to Grand Haven, Mich., and between 
Chicago and Milwaukee, and some trans- 
portation across Lake Erie. The De- 
troit and St. Clair Rivers are used by 
ferries in the vicinity of Detroit and 
Port Huron during the winter, except 
when temporarily prevented by ice. 

There was little or no commercial 
navigation on the Great Lakes until the 
nineteenth century, and not very much 
then on the three lakes of Superior, 
Michigan and Huron in what was then 
the West, until well into the middle of 
the nineteenth century. In the 60’s of 
the last century a great many sailing 
vessels were built on the Great Lakes, 
and after the country became settled in 
the West, notably in Michigan, Illinois 
and Wisconsin, a very extensive com- 
merce between the ports on Lake Michi- 
fan, Lake Erie and Lake Ontario sprang 
up and grew until fifty years ago, in 
1869, there were so:cething more than 
1,400 sailing vessels, consisting of bark- 
entines, three-masted schooners, some 
brigs and very many two-masted schoon- 
ers employed in commerce upon the 
lakes, Besides this there were a con- 
siderable number of passenger and other 
steamers, During the early 70’s the 
Sailing vessels reached their greatest 





tonnage. By that time three-masted 
schooners were built carrying up to 
50,000 bushels of wheat. Along in the 
early 70’s they began to build steam 
vessels to carry bulk cargoes on the 
lakes, and, soon after that, iron and 
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steel steamers and barges were built 
to carry bulk cargoes, and the building 
of wooden sailing vessels then practi- 
cally ceased, so that we find that, in 
1889, the last wooden sailing vessel, the 
schooner “Cora A,” was built at Mani- 
towoc, Wis. Since then no wooden sgail- 
ing vessels, except yachts and very 
small schooners, called “hookers” (and 
few of these) have been built. At the 
present time there are only nine sailing 
vessels left on Lake Michigan, and less 
than ninety big and little ones on the 
entire chain of lakes. 
Growth of Shipbuilding Industry 

The growth of the shipbuilding indus- 
try on the Great Lakes has been extra- 
ordinary and such that during the late 
war there were constructed at the lake 
yards something more than eighty 
steamers for the Atlantic trade, and 
some twenty ocean-going tugs, besides 
the ships that were built for the Great 
Lakes. The present tonnage of the 
lakes is very high. 


In 1891, the largest vessel on the 
Great Lakes was the steel steamer 
“EB. C. Pope,” 4,053 tons carrying ca- 
pacity, and in 1914 the size of lake 
steamers for bulk cargoes had increased 
so that in that year there was launched 
the steel steamer “W. Grant Morden,” 
which is 625 ft. in length, 59 ft. beam, 
with a carrying capacity of over 14,000 
tons. These large steamers are em- 
ployed solely in carrying iron ore from 
Lake Superior to Lake Erie ports, and 
return cargoes of coal from Lake Erie 
to Duluth on Lake Superior, or in carry- 
ing grain from Duluth, Minnesota, to 
Buffalo, New York. During the Sum- 
mer months, between the latter part of 
June and the first day of September, a 
very large number of passengers are 
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carried on the Great Lakes by steam- 
ers plying between Buffalo and Duluth 
and between Chicago and Buffalo and 
Chicago and Duluth. The steamers en- 
gaged in this business are large, fast 
steamers with modern accommodations, 
luxuriously fitted out, and intended to 
make voyages lasting for six or seven 
days, during which time the steamers 
cover a distance of over 2,000 miles, 
calling at different ports and places on 
the lakes. Many thousands of excur- 
sionists are carried for shorter trips. 


Vast Amount of Insurance Carried 


Necessarily, with so large a commerce 
on the lakes there is a vast amount of 
insurance carried, covering the various 
steamers and vessels and the cargoes 
that they carry. During the days of the 
sailing vessels, and prior to 1889, the 
marine insurance on the Great Lakes 
covered only the marine risks and fire, 
not including collision “done.” It is 
only within the last fifteen years that 
protection and indemnity insurance and 
disbursement insurance came in the 
vogue on the Great Lakes. 

In the earrlier days, navigation, when 
carried on by sailing vessels, was ex- 
tremely hazardous; the water in the 
connecting rivers was shallow, there 
were numerous shoals, bars and rocks, 
which are now marked and known, 
many of which had not then been dis- 
covered, and many a vessel disappeared 
with all hands, which may have been 
the result of her striking some of these 
unknown obstructions and the founder- 
ing in the open lake in consequence of 
the damages that they sustained by 
striking these. In those days there were 
no life saving stations, there were few- 
er lighthouses and no fog or weather 
signals and still fewer buoys, so that 
the mariner of those days had to cau- 
tiously feel his way with lead and line 
in approaching the dangerous parts of 
the channels of the rivers and the lakes. 
Navigation at this time is easy as com- 
pared with navigation of fifty years ago. 
Few people unfamiliar with the lakes 
have any conception of the tremendous 
seas that gales produce on the Great 
Lakes. A sixty-mile gale on the Great 
Lakes will create a sea that is far more 
dangerous to ships, than the same gale 
would create on the ocean. The lake 
seas are shorter, sharper and “chop- 
pier,” and are much more dangerous to 
a ship than the longer swells of the 
ocean. It was only a few years ago that 
one of the largest and ablest steel 
steamers, while running before a fol- 
lowing sea in a gale on Lake Superior, 
was overtaken and pooped, and the 
heavy steel range in her galley aft was 
picked up, and bodily thrown several 
feet against a bulkhead and smashed. 
There is scarcely a year that one or 
more vessels do not founder on the 
Great Lakes, and, oftentimes, with a 
loss of “all hands,” as was the case last 
year with the steamer “John Owen” on 
the Lake Superior. There is a story 
told, and I know that it is vouched for 
as true, that in 1878 the schooner-scow 
“Mary E. Cook” of 132 tons, while run- 
ning for shelter before a northeast gale 
for Chicago, when approaching the 
north pier at Chicago, extending out 
east into Lake Michigan, was picked 
up by the seas and lifted and thrown 
bodily clear over the pier into the river, 
landing there practically unharmed, 

Some of the most interesting marine 
insurance Cases have occurred on the 
Great Lakes. In fact, the question of 
abandonment of a vessel to the under- 
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writers for a constructive total loss was 
settled by the decisions on the Great 
Lakes. One of the early cases is that 
of Young vs. Union Ins. Co., 24 Fed. 279, 
decided in 1885. This case arose out of 
the stranding of the schooner “H. D. 
Moore” on Lake Michigan. The United 
States District Court decided at Chica- 
go that the underwriters who assume to 
recover and repair a vessel abandoned 
to them, must act promptly and return 
the vessel fully repaired; otherwise, 
they will be held to have accepted and 
abandoned. 


The “P, D, Armour” Loss 


One of the interesting collision cases 
on the lakes was the sinking of the 
wheat laden steamer “P. D. Armour” in 
the St. Clair River by the steamer 
“Marion.” The “Armour’ went down 
within a few minutes after she was 
struck, in eighty feet of water, and it 
took several months to raise and re- 
cover her. During this time, litigation 
was going on as to the liability for the 
“Armour’s” loss, and one of the conten- 
tions by the owners of the “Marion” 
was that the helm of the “Armour,” just 
before the collision, had been hove to 
starboard instead of to port. Three div- 
ers were employed to descend to the 
“Armour” (while still at the bottom of 
the river) for the purpose of ascertain- 
ing which way her rudder was turned. 
The divers for the “Armour” reported 
that the rudder was hard a-port, where- 
upon three divers employed by the 
“Marion” descended to the “Armour,” 
came up and reported that the helm 
was hard a-starboard. The steamer ul- 
timately came up and when she did, 
Capt. Reid, the wreck master, reported 
that the helm was so hard a-port and 
jammed that he could not move the rud- 
der with a sledge and had to resort 
to jackscrews to bring it amidships. His 
testimony to this effect settled this dis- 
puted point, and resulted in a favorable 
decision for the “Armour,” 

Fuller vs, Detroit F. & M. 

Another interesting case is that of 
Fuller vs. Detroit Fire and Marine Ins, 
Co., 36 Fed. 469, decided in 1888. In 
this case the steamer “Buckeye” was 
insured against fire for $12,000, and in- 
sured in separate policies against ma- 
rine perils for $15,000 on a valuation of 
$18,000. Loaded with cedar ties she 
stranded on one of the many islands 
in Georgian Bay, off Lake Huron, and 
remained fast. While there, the mate 
was sent to the nearest port for assist- 
ance, but before the assistance arrived 
the “Buckeye,” still stranded on the is- 
land, burned and became a total loss. 
The marine underwriters contended that 
but for the fire, the “Buckeye” could 
have been released and repaired at an 
expense of about $6,000 and that all the 
rest of the damage that she sustained 
should, therefore, be borne by the fire 
insurance companies. The latter, how- 
ever, contended that the “Buckeye” was 
a total loss before she took fire, and 
that when she was destroyed by fire 
there was no real loss because she had 
already been lost by the stranding. The 
owner filed a bill in chancery against 
all the underwriters, setting up the 
facts, and the various contentions, and 
asked for relief. The court finally de 
cided that the contention of the marine 
underwriters was right, so far as the 
saving of the steamer: was concerned, 
and, therefore, awarded $6,000 against 
them, and then held that the remaining 
$9,000 of the $15,000 should be paid— 
five-ninths by the marine underwriters 


(Continued on Page 28) 
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It is needless for me to say that the 
hull business in general has shown a 
decided loss during the last year. 
Everybody knows it—underwriters be- 
wail the fact—brokers seek to hide it— 
shipowners apparently don’t care, and 
shipyard and drydock men rejoice in it. 
But a few words as to the cause and 
effect, and, if I may be permitted, a few 
suggestions as to the remedy will not 
be out of place. 

Let us first of all consider some of 
the factors which helped produce the 
chaos and confusion which exist in the 
wide open hull market that is in New 
York to-day. Aside from the activities 
of our friends across the water, the 
greatest factor was the suspension of 
the rate-making functions of the Ameri- 
can Hull Underwriters Association. It 
is true, and, to be frank, it was the chief 
reason that rate-making operations were 
suspended, that a number of its mem- 
bers, notwithstanding their signed 
agreement to support the association’s 
minimum rate recommendations, both 
openly and secretly signed cut-rate bind- 
ers. It is inconceivable why some of 
the rates were cut, fleets or vessels that 
had shown a loss over a period of years 
were rated higher by the committee 
than in previous years, yet, the barn- 
stormers went merrily on their way cut- 
ting rates here, reducing the franchise 
there, and granting additional trading 
privileges free of charge. Of course, 
in a certain measure the hull market 
was demoralized to some extent by the 
advent of new companies and agencies 
in the field who slashed rates unmerci- 
fully. In some cases it was due to ig- 
norance, but in most it was just a mad 
desire for premium and chance to get 
the business on their books. 


Good Work Done by Policy Forms 
Committee 

Before the suspension of all activities 
by the association, the Policy Forms 
Committee did commendable work in 
bringing into existence the new Auxil- 
lary Vessel policy, the revised Builders’ 
Risk policy and the Port Risk policy. 
These forms were all in use; yet, each 
underwriter and broker had an entirely 
different policy. Certain restrictions 
were in the underwriters’ forms and 
certain liberties in the brokers’. It was, 
therefore, imperative that in order to 
have any kind of a stabilized market 
or any concerted action that all con- 
cerned use the same form of policy. 
The committee took up the work and 
the result of its deliberations was the 
forms I have just mentioned. At the 
time it ceased operations the committee 
Was revising the American Hull form. 


High Cost of Repairs 
Of course, one of the serious ques- 
tions that confronts the offices writing 
hulls to-day, is the exceedingly high cost 
of repairs. The situation was the same 
last year and had a great deal to do 


An American View of Hull Insurance 





with the failure of hull business to show 
a profit. Where before the war a new 
plate on a ship’s bottom could be p: 

on at a cost of $200, it now cost almost 
$3,000, and all the repairs have in- 
creased accordingly. Repairs to vesse 














ANTHONY TYSON 


property to-day cost exactly ten times 
the cost in pre-war days. Of the cost o 
repairs to American vessels in foreign 
ports I shall not speak; suffice it to say 
that they are worse than our own, and, 
to say the least, are outrageous. 

But the greatest influence which 
caused the bottom to drop out of the 
hull market was the slashing to un- 
heard of rates by the underwriters in 
the British market. It has seemed in- 
conceivable to the majority of the ma- 
rine insurance people in the American 
market that London could write Amer- 
ican hulls at the rates they quoted an’ 
stand any chance at all of even coming 
out with an even break. But now we 
hear that it is the avowed intention of 
the British underwriters to “bust” the 
American hull market, no matter how 
much it costs them. They aver that 
we shall either have to meet their rates 
in order to retain the business and get 
our fill of hull losses that way or else 
let the business go over to them and 
suspend hull writing operations alto- 
gether. Then, probably, with the Amer- 
ican underwriters out of the hull game 
altogether and afraid to start in again 
lest they suffer the same experience the 
second time, London will boost its rates 
and by reason of the fact that there will 
be a very limited, if any, market here, 
they will get the business for keeps. 


The British Excess Profits Tax 
But there is a situation which exists 
among the marine insurance companies 
and underwriters on the other side 
which does not seem to be generally 
known to the American marine frater- 
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nity. I understand that shortly after 
Great Britain entered the war—in 1915, 
I think—the British Excess Profits Tax 
law provided that no profits tax need 
be paid by the marine insurance people 
until December 31, 1920, when they were 
to pay the accumulation of a five years’ 
profits. Last year some brilliant gen- 
tleman conceived the idea that the 
money which was carried as profits 
would go to the Government and be lost 
to the companies—anyhow, it would not 
be a bad idea to lose it on American 
business. It was lost to them anyhow, 
so why not lose it driving American 
companies out of the hull game. I am 
informed that some of the British com- 
panies have as much as £400,000 which 
should go to the Government to pay 
taxes, but which they will, instead, 
throw away on American business. So 
that is what we have to contend with 
in 1920. But next year will tell a dif- 
ferent story. When losses have to be 
paid from actual premiums received, the 
tea-drinkers will sing a different song. 


The Steam Vessel Business 

The steam vessel business has been 
very bad, as I mentioned before, the 
exorbitant cost of repairs having been 
probably the chief cause. Although the 
total losses have been many—with the 
“Hurona” and the “Manxman” fresh in 
mind and many similar ones crowding 
on their heels in the path of their mem- 
ory—it is safe to say that partial losses 
were not the chief cause of the deficit. 
But, of course, there is no disguising 
the fact that had the underwriters held 
together and secured higher rates and 
more limited trading warranties, the 
ledger would not look so bad. Some of 
us who stood steady and held out for 
what we thought to be fair rates did 
not fare quite so badly as others, but, 
on the whole, to use a slangy bit of the 
King’s English, the business was pretty 
rotten! 

Of the auxiliary vessel business the 
less we say the better. It was even 
worse than the steel vessel end of the 
game. Fires and sinkings and heavy 
machinery claims were legion, but it is 
good to know that there are very few 
left to be written by the American un- 
derwriters. Those which are still afloat 
have been sold to foreigners, for the 
most part Norwegians, and are insured 
in foreign markets. 


Sailing Vessels 

The sailing vessel business requires 
a little more consideration and discus- 
sion than I have afforded the auxiliary 
vessel. A great number of the vessels 
are products of southern yards, and it 
is a known fact that they cannot com- 
pare with a “Down East” vessel. Then, 
too, a great many provincial built ves- 
sels have been offered in the market 
and, I understand, have been freely 


written. On October 1 the American 
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Schooner Association drew up and 
adopted a new tariff of rates and trad- 
ing privileges. The rates begin at 10% 
per cent for American-built vessels not 
over four years old, and the trading 
privileges give the privilege of sailing 
all over the Atlantic Ocean, the South 
Atlantic, the Mediterranean and the 
North Sea. The rates are exceedingly 
low and the limits very wide for sailing 
vessels and it is difficult to see how any 
money can be made on that basis. I un- 
derstand, however, that practically all 
the companies are insisting on at least 
2 per cent additional on the base rate 
and then only allowing the very best 
vessels to come under the wide limits. 
I am advised, however, that the rate 
schedule will soon be revised. It is 
about time. 
Builder’s Risk 

Builder’s risk, such as was not carried 
by the Emergency Fleet Corporation, 
showed a profit. Of course, it is use 
less to comment further—the volume 
of premium written was so negligible 
in view of the Emergency Fleet Cor- 
poration action. 

The outlook for this year is very un- 
favorable, to say the least. To accom- 
plish anything at all there must be more 
unity and more stick-together spirit 
shown by the underwriters. Independ- 
ence of mind and action is alright and 
ought to be encouraged; yet a little 
unity is necessary at times. 

As I see it, the hardest thing for the 
offices to do this year will be to Jet the 
premium go to the other side. That will 
be difficult, of course, as it will affect 
our premium showings for the year, but 
remember “Where the premium goes 80 
must the losses.” 


Preference to Americans 

The committee appointed by the Ship- 
ping Board, and of which Hendon Chubb 
is chairman, to study marine classifica- 
tion societies, concluded its investiga- 
tions in August. The government was 
asked to support the American Bureau 
of Shipping and to give preference over 
Lloyd’s Bureau. 


Freight service from Boston to Rot- 
terdam by the Holland-American Line, 
and service from Boston to Scandinavian 
ports by Furness, Withy & Co., resumed 
on September 1. 


The Rhine & Moselle, formerly a 
German company, becomes a French 
institution by virtue of being domiciled 
in, Strasbourg (Alsace), 


The Bureau of War Risk Insurance Is 
circularizing all ex-service men, telling 
them that converted insurance can be 
paid now in a lump sum. 


At a meeting of the stockholders of 
the Importers and Exporters Insurance 
Company held recently, James M. 
Dixon, president of the Tobacco Prod- 
ucts’ Corporation, was elected a director 
of the company. 
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The law of marine insurance origi- 
nated in the common law of the sea 
and merchants, and in the initial stage 
of its existence the contract of marine 
insurance was regulated by mercantile 
custom, which was in reality the foun- 
dation of the law of insurance in all 
countries. When Lord Mansfield be- 
came the Chief Justice of the Queen’s 
Bench in England, he made the policy 
of marine insurance his special study, 
and drew from various sources, among 
which was the custom and usages of the 
trade, those principles which, under his 
arrangement, were to form the nucleus 
of a system of insurance law. A body 
of rules had grown up from custom, for 
the conduct of this business, which, 
while not conspicuous for scientific pre- 
cision, were calculated to do justice be- 
tween the parties. 


The Word “Thieves” 


One of the perils to which early mari- 
time adventures were subject, was that 
of pirates and thieves, and protection 
against such a risk was included in the 
early forms of the marine contract. 

The word “thieves” appearing in the 
marine policy has always been recog- 
nized by merchants, underwriters and 
text-book writers to mean a robbery 
committed by force, as distinguished 
from a robbery committed by stealth. 
This latter act was never intended to 
be covered by underwriters in a marine 
policy, as it was always their intention 
to protect an assured from risks and 
perils of the sea, and a robbery by 
persons who obtained access to the ves- 
sel by force, was considered as one of 
these perils. In certain of the states 
of this country the courts, seemingly 
unfamiliar with the historical meaning 
of the word “thieves” as employed in 
policies of marine insurance, have dis- 
regarded the practice and custom of 
marine underwriters and merchants and 
have construed the word from a diction- 
ary standpoint only, holding that it was 
intended to cover losses occasioned by 
what are now commonly known as 
“theft” and “pilferage.” Accordingly, 
most of the policies now in use in this 
country have the words “assailing 
thieves” inserted so as to make clear 
their original intention of protection. 
No such interpretation has been put on 
the word “thieves” by the English 
courts. In paragraph No. 9, Marine 
Insurance Act of 1906, in Rules of Con- 
struction, the following is noted: 


“The term ‘thieves’ does not cover 
clandestine theft or a theft committed 
y any one of the ship’s company, 
whether crew or passengers.” 


During the war, production in those 
countries engaged in hostilities practi- 
cally ceased, and an abnormal demand 
was created for products in this coun- 
try, which resulted in a great conges- 
tion of freight by both railroads and ex- 
Press companies. A great many con- 





cerns began to apply for insurance to 
cover their shipments while in transit 
in the custody of common carriers 
against the risks and perils of transpor- 
tation. Underwriters, for some time 
past, had been issuing a policy which 
was known as an inland marine or a 
transportation floater. This form of pol- 
icy was issued to cover these shipments 
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in transit and the risks and perils cov- 
ered by same were principally those of 
fire, lightning, navigation and transpor- 
tation. In addition to these perils the 
risk of theft was covered, subject, how- 
ever, to the following clause: 

“This policy covers the risk of 
theft of an entire shipping package, 
but all pilferage is expressly ex- 
cluded.” 

Sense in Which Underwriters Use Word 
“Pilferage” 

Shipment after shipment arrived at 
destination during this congestion with 
part of the contents of the shipping 
packages missing, and some few claims 
were presented for these losses under 
the provision quoted. It was, however, 
pointed out that such losses were ex- 
cluded by the term “pilferage” appear- 
ing in said clause. Merchants then ap- 
plied to underwriters for a policy that 
would cover the risk of pilferage and 
in a few instances, in consideration of 
a higher rate or an additional premium, 
tbis coverage was granted either by a 
special endorsement on the policy, or 
deleting the word “excluded” and sub- 
stituting the word “included.” 

There can be no reasonable doubt of 
the sense in which the underwriters 
used the word “pilferage.” As intended 
it was synonomous with “partial.” It 
was used to emphasize the fact that the 
risk covered was that of “an entire 
shipping package” as _ contradistin- 
guished from a portion of the contents 
of the package, and this regardless of 
the value of the portion stolen. The 
contention was made in one or two 


claims for losses that “pilferage” ap- 
plied to the theft of articles of small 
value only, but this clearly was not the 
idea of the underwriter in inserting this 
portion of the clause, 


Position of Underwriters 


The underwriters were willing to as- 
sume the risk of the theft of the entire 
shipping package because it was less 
likely to be stolen than a portion of its 
contents. . Furthermore, records are 
kept by the carrier of the transfers of 
such packages from point to point, and 
these movements from point of ship- 
ment to the point of last arrival are 
readily traced. This could not be done 
with the contents of the package which 
might be stolen and the fact unknown 
until the package was opened by the 
owner at final destination. Again, claim 
could be made for articles which in fact 
were never placed in the original pack- 


What Theft and Pilferage Mean 


By JAMES H. LYONS, Insurance Company of North America 
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age. From this point of view it was un- 
fair to ask the underwriters to guaran- 
tee the work of the packer as well as 
the fault of the carrier. While, there- 
fore, the underwriters assumed the risk 
oi theft of the entire shipping package, 
they declined, for the reasons stated, to 
cover the extra hazard of loss of part 
of the contents of the package, except 
upon the payment of an additional pre- 
mium. They therefore excluded, by the 
term “pilferage,” the loss of anything 
short of the entire shipping package. 
The clause in question has been the 
subject of judicial interpretation in the 
case of Tamarin vs. Insurance Company 
ot North America, 68 Superior Court 
(Pa.), page 614. In the case quoted, an 
assured sought to recover for the loss 
ot one of several fur coats, each of the 
value of $300, which was stolen from 
a trunk. It was held that such a loss 
was not recoverable under the policy. 
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What Land Risks Are 
Covered by Marine Policies 


By LAWRENCE KNEELAND, New York 












The increasing practice of extending 
marine policies to cover merchandise on 
land and in the course of land transpor- 
tation has given rise to the question: 
What risks on land are covered by such 
a policy? Unquestionably, the ordinary 
marine policy was originally intended 
tc cover only marine risks; and when, 
as is now the custom, merchandise is 
insured, by a marine policy, from points 
in the interior of one country to points 
in the interior of another country, and 
is therefore at the risk of the under- 
writer, not only during the ocean voy- 
age, but on dock at both of the ocean 
termini, as well as during transporta- 
tion by rail, a serious question is pre- 
sented as to what risks or perils are 
covered on land. 


Certain of the perils enumerated in 
a marine policy are applicable to prop- 
erty on land as well as on sea. Fire is 
the one which comes first to mind. But 
marine policies, after enumerating the 
perils which the underwriter assumes 
and agrees to bear, add the words “and 
all other losses, perils and misfortunes 
that have or shall come to the hurt, 
detriment 6r damage of the said goods 
or merchandise or any part thereof”; 
which do not mean, however, “all other 
perils,” but such other perils as are 
similar to those previously enumerated. 
It is, however, impossible to foresee 
what risks or perils on land may be held 
to be sufficiently like or similar to those 
enumerated in the policy as to be in- 
cluded in the “all other losses, perils 
and misfortunes clause” in the policy. 


—— 





In an English case, decided in 1813, 
goods were insured “at and from Lon- 
don by land carriage to Harwich, and 
thence by packet to Gothenburg.” In 
the course of their land carriage from 
London to Harwich, the goods were lost 
by the fraud of the land carrier’s ser- 
vants, and it was held that the loss was 
recoverable as one occasioned by a peril 
ejusdem generis with barratry. 


In the case of Kuh v. The British 
America Assurance Co, decided in the 
Supreme Court of this State in 1908, the 
Trial Judge, in construing a marine pol- 
icy containing the “Warehouse to Ware- 
house” clause, decided that the under 
writers must be held for all loss by 
land, no matter how occurring, as it 
had undertaken such insurance without 
providing a single limitation for its own 
protection. The judgment in this case 
was’ reversed on appeal (130 App. Div. 
38), the Appellate Court stating: “What 
land risks were covered by the policy il 
is unnecessary to consider, as the loss al- 
leged did not occur while the goods 
were being transported by land.” 


The uncertainty as to the construction 
which would be placed upon such a pol- 
icy has led many underwriters to de- 
fine and limit in their policies, which 
cover merchandise while on land, the 
land risks or perils they will assume; 
and customarily, the risks so specified 
are those of “fire, derailment and colli- 
sion” while on railroads, and “fire and 
floods (rising waters),” elsewhere on 
land. 








20 MARINE EDITION—THE EASTERN UNDERWRITER February 6, 1920 








a —————_—e 


NEIL PEARCG 


ONE WALL STREET 


MAR 














Fire Workmen's Cor 

Theft Salesman’s | 

Furs Surety Bc 

Jewelry Plate Gl: 

Chicago Branel 

R. N. M. M. PEARCE, 327 So. La Salle | 


President Telephone 6/62 Harr 





February 6, 1920 MARINE EDITION—THE EASTERN UNDERWRITER 21 


GH & CO., INC. 


\ND AVERAGE ADJUSTERS 

















NEW YORK 
s Compensation Automobile 
an’ Floater Accident 
ty Bonds Transportation | 
te Glass Burglary | 
| | 











- sine | 


La Salle Street Telephone: 5870 Rector 


icago Branch: | HEAD OFFICE: 
hone 6762 Harrison ) Cable: Nepearco, N. Y. 

















MARINE EDITION—THE EASTERN UNDERWRITER 


February 6, 1920 





Around the World for American Companies 





Reading Left to Right: 1. Northern of London’s Agency at Jerusalem. 2. (Top) Entrance to Several Insurance Offices at Bombay. (Bottom) On the Yang- 


tze River at Shanghai. 


Before the Great War American fire 
insurance companies were represented 
outside of the United States in only a 
few countries, and those within a short 
distance of this country. There were a 
few agencies in Central America, Mex- 
ico and the West Indies, but entering 
countries in South America or in the 
Orient was a possibility existing only 
in the minds of imaginative and ambi- 
tious underwriters, what seemed to be 
a far away dream. 

Now, American companies are repre- 
sented by agents who are issuing fire 
and marine policies in the most distant 
corners of the globe, 

It all came about when American in- 
surance companies awoke to the fact 
that insurance follows commerce just 
as commerce follows the flag. Amer- 
ican banking, American industry and 
American insurance walk hand in hand. 
Each needs the other. The war opened 
full wide the gates of international trade 
to Americans and American business 
men started after it. 

One of the first steps taken by the 
domestic companies was to form the 
American Foreign Insurance Associa- 
tion, so that the companies could enter 
the international game scientifically and 
not individually in the “babes in the 
woods” fashion popular with some of 
the American business abroad. Having 
made up their minds to expand their ac- 
tivities the American underwriters de- 
cided to go about it the right way. Thus 

the association commenced an expert 
study of conditions prevailing in the dif- 
ferent countries, quickly reaching the 
conclusion that some of the barriers 
blocking American insurance expansion 
were erected by Americans themselves; 
in brief, deposit and other regulations, 
such as the Burlington rule, these re- 
quirements proving a decided handicap. 


3. (Top) Re-enforced Cotton Mill in Suburb of Shanghai. 
There Once in Three Years. 


The American Foreign Insurance As- 
sociation convinced the commissioners 
that it could not make progress without 
their help and the commissioners came 
to their relief. Another decision was 


that companies would share with each 
other certain burdens necessary to the 
conduct of business abroad, so that the 
financial load on each would not be so 
heavy. 
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(Bottom) Transportation Method in Aden, Mouth of Red Sea. 
4. Native Lighters at Suez Under Sail Going Out to Unload Steamer. 














Rains 


Another step was to send a picked 
number of men to various parts of the 
world, some of whom have returned and 
others are still abroad. These men 
made important appointments in Ma- 
nila, Shanghai, Buenos Aires and other 
cities. Not only is considerable busi- 
ness being written, but the American 
companies are advertised in some of 
the foreign papers, the first American 
company to run an advertisement in 
a Shanghai paper being the Home. 

The man picked out to manage the 
American Foreign Insurance Associa- 
tion, Howard P. Moore, was appointed 
after a remarkable trip around the 
world lasting fourteen months and 
which included stops in New Zealand, 
Australia, India, China, Japan, Egypt 
and many other countries. Mr. Moore, 
who comes of old American family 
stock, is an officer of the Home and of 
the Franklin insurance companies. He 
spent his whole life in the insurance 
business, and is an underwriter who 
goes to the bottom of things. While 
Mr. Moore would not give a newspaper 
a list of the agents appointed, or even 
the names of cities where the Ameri- 
can Foreign Association have these 
agents, he did say that he found the 
feeling of foreign business men towards 
Americans and American institutions 
gratifying and he predicts close and suc- 
cessful trade relationships. 

While on this trip Mr. Moore made 4 
number of interesting pictures some of 
which are reproduced on this page. Mr. 
Moore was greatly interested in the 
transportation of goods in the East and 
the near East, and some of his pictures 
show lighters at Suez, camels in Aden, 
and boats on the Yangtze River at 
Shanghai. One picture in the group gives 
a good idea of cotton mill construction 
in Shanghai. 





Price of American shipping tonnage 
is being maintained by the decision of 
the Shipping Board not to sell its ves 
sels as rapidly as there are bids for 
them. 
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South Atlantic and Gulf Ports 





By FREDERICK CAREY CALKINS, Jacksonville, Fla., General Agent 
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There is much of commercial interest 
to be written regarding the renaissance 
of several of our ports, whose activities 
since the close of the World War have 
exceeded their old-time vigor. The 
newer ports, brought into activity 
greater than was dreamed of five years 
ago, have much to do to place them- 
selves in position to successfully com- 
pete for the vast traffic which must, of 
necessity, pass through the South At- 
lantic and Gulf ports, which ports can 
be profitably operated each day in the 
year and have not the handicap of in- 
clement and unfavorable weather from 
which the North Atlantic ports nat- 
urally suffer during the winter seasons. 

A few statistics here and now appear 
not out of place, and may be informing 
to our competitors on this side of the 
Atlantic, as well as European and Latin 
friends to the southward, with whom 
we seek to establish relations commer- 
cially. 

Free Ports 

While our main interest in exploiting 
the facilities now afforded, and in em- 
bryo, is brought about by our marine 
insurance activities, of course, we view 
with interested satisfaction the devel- 
opments at various ports through which 
our shipments pass, and our vital in- 
terest is in promoting the race of each 
one for the blue ribbon in the effort to 
capture the world-wide import and ex- 
port cargoes. We know of quite active 
efforts on the part of several of our 
Southern ports to be selected as a free 
port of entry, and it will be quite inter- 
esting to watch the outcome. Jackson- 
ville is working hard to be recognized 
in this matter as one of the few free 
zones to be established in ports of the 
United States. Nature has done more 
for the port of Jacksonville than the 
hand of man could accomplish, and we 
feel that the St. Johns River, between 
Jacksonville and the Mayport bar, offers 
ample facilities for the establishment 
of a neutral zone, which perhaps more 
properly describes the functions of the 
so-called free port. We understand in 
Europe, where this plan of operation 
has functioned, that it has done so sat- 
isfactorily, and certain it is that its 
establishment at one or two points on 
the South Atlantic and Gulf of Mexico 
would mean much to the cities chosen. 

Savannah 

A brief review of the facilities of the 
ports embraced in this article may 
prove interesting, so we start with the 
beautiful and attractive city of Savan- 
nah, now having a population of a hun- 
dred thousand, with a depth of channel 
at high water of 32 feet, and with 33,750 
lineal feet of berthing facilities on deep 
water terminals. Recently the city of 
Savannah has acquired 1,600 acres, with 
a water front of 16,700 lineal feet, the 
intention being to lease sites and facili- 
ties thereon for long terms. Savannah’s 
cargo shipments to the Continent of 


Europe, the West Indies and the Orient 
consist of naval stores, cotton, cotton 
seed products, commercial fertilizer and 
lumber. The terminals at Savannah 
cover 5,000 acres, and each wharf is 
connected with all railroads entering 
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thus affording economical 
Sa- 


the port, 
handling and dispatch of freight. 
vannah is the home of the only sugar 
refinery between Philadelphia and New 
Orleans, which has an output of a mil- 
lion and a half pounds of refined sugar 
per day. 
Brunswick 

The next port for consideration is 
Brunswick, with controlling depth of 
water on Brunswick bar and inside the 
harbor of 23 feet at mean low water and 
30 feet at mean high tide. Under an 
appropriation recently made, work has 
begun towards increasing these depths 
to approximately 27 feet on the bar at 
low tide and 24 feet inside of the har- 
bor at mean low water. The three rail- 
roads touching Brunswick have exten- 
sive terminals and wharves. Lumber 
and cross ties, cotton, and fertilizer 
material are the principal exports from 
this port. The terminal properties of 
two of the railroads entering Brunswick 
are constructed of wood on wooden pil- 
ing foundation, the third being of con- 
crete piling foundation, with concrete 
bulkheads. Electrical loading and un- 
loading devices are in use. Extensive 
municipal port improvements are to be 
made, following the successful bond 
issue now contemplated. One of the 
largest crude petroleum refineries in 
the United States is now building in 
Brunswick, and, altogether, the future 
looks bright for this port, now having 
regular sailings to the United Kingdom 
and Continent, as well as Italian and 
Spanish ports. 

Fernandina 

Fernandina, a natural, land-locked, 

deep water port, is actively preparing 


for a heavy increase in business, and it 
now, and will probably for years to 
come, hold its supremacy as the largest 
crude phosphate port in the United 
States. Plans are unler way, and the 
work will shortly begin for the erection 
of two large plants on the river front, 
combining phosphate drying machinery 
as well as elevators, so that ships may 
be promptly speeded on their ways. 
This will mean much for the old town 
of Fernandina, and signs of the new 
life are easily noted. We predict great 
things for the capital of Nassau County. 
At present, Fernandina claims 25 feet 
at low tide and about 31 feet at high 
water. A bill now in Congress will 
probably be passed and will result in 
30 feet at low water at Fernandina’s 
docks and to the bar. The distance 
from the city docks to the bar is about 
five and one-half miles. According to 
figures just compiled, Fernandina ex- 
pects to ship, during the year 1920, not 
less than 500,000 tons of phosphate, 
valued at $5,000,000. This bids fair to 
become a reality, and will be quite a 
jump from the 1919 loading of fifty-five 
ships, carrying 191,553 tons, valued at 
$1,915,533. 


Jacksonville 
Jacksonville, the metropolis of 
Florida. 

It is only natural for our interest to 
center in the future of our home city, 
and we give the available present days’ 
statistics with, almost, the hope that 
we might defer the writing of this ar- 
ticle for six months, for the reason that 
there was need of more improvement 
at this port than any other we have 
touched upon, and the rush of business 
has come so rapidly that we are hard 
put to it to properly and quickly fur- 
nish the facilities which are impera- 
tively demanded and will be provided. 
Government engineers are just complet- 
ing a 30-foot channel in the St. Johns 
River from the bar at Mayport to the 
various docks and wharves of the city. 
At present there are 30 feet at low 
water and a little over 35 feet at high 
tide at Mayport. One of the first prime 
necessities which must be furnished is 
the deepening of the water at our va- 
rious terminals, in and adjoining the 
city limits. At present the municipal 
docks have 30 feet of water, and the 
water available at other private and 
railroad docks must be, as promptly as 
possible, made 30 feet, or approximately 
so. Large matters appear at times to 
move with irritating slowness, and yet 
the port of Jacksonville is making 
needed changes and improvements, If 
we are to capture the grain and coal 
business to the westward of us, a belt 
railroad line will prove a necessity, also 
the erection of elevators and proper 
loading machinery. We understand this 
is now receiving the careful consider- 
ation of both private investors and our 


municipal authorities. Jacksonville’s 
shipments to the United Kingdom, the 
Continent, South America and Cuba are 
each month assuming greater propor- 
tions, and, at the present time, consist 
ot lumber, ties, cotton, phosphate and 
naval stores. The equalization of rail 
freight rates from inland points to Jack- 
sonville is receiving attention, and it is 
safe to say that the civic awakening of 
the city of Jacksonville will ultimately 
result in putting this port in the fore- 
most rank. 
Tampa 

Tampa has a depth of water at mean 
tide of 27 feet A recent appropriation 
is now available and work is being done 
to increase this to 30 feet Phosphate 
terminals are modern and have a load- 
ing capacity of about 1,000 tons per hour, 
In addition Port Tampa has excellent 
phosphate loading facilities, and the com- 
bined loading capacity is 3,000 tons per 
hour Engineers have been appointed 
and plans made for extensive port ter- 
minals to be owned by the city of 
Tampa, Tampa now enjoys facilities of 
belt line railway, and altogether this 
port bids fair to develop materially in 
the next twelve months. Its principal 
exports at this time are lumber and 
phosphate, with considerable return 
cargoes of mahogany logs from Cuba 
and South American ports. 

Right here we might say that the 
Florida ports of Boca Grande, Port St. 
Joe and St. Andrews Bay are not 
touched upon in this article, inasmuch 
as statistics are lacking. In our opin- 
ion, Port St. Joe, being a natural har- 
bor, and having « high water about 27 
feet, will be rapidiy developed and take 
its place among the best of the Gulf 
ports in due course. As stated before, 
the awakening of the South to the ne- 
cessity of quick action in developing its 
natural resources is widely felt, and the 
efforts along this line are amazing to 
friends who visit this section. 


Pensacola 

Pensacola at present is our boast and 
pride, being one of the finest natural 
harbors in this country. The mouth of 
Pensacola harbor is 500 feet wide at 
the bar, where there is, at mean low 
tide, 32 feet of water. All of the cargo 
docks have 30 feet of water, and the 
harbor of Pensacola, in its navigable 
radius for larger steamers, has from 32 
to 56 feet. The present docking facil- 
ities can accommodate 20 ocean-going 
steamers at one time. These docking 
facilities are second to none, with large 
coal and grain elevators to prompfly 
handle its growing trade. One of the 
best advertisements for the port of Pen- 
sacola is the fact that the largest United 
States battleships go in and out of Pen- 
sacola without pilots. 

In closing, we feel it not out of order 


(Continued on Page 27) 
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An American underwriter recently re- 
turned from abroad says that in London 
the same questions are being discussed 
around the table as here, viz: status of 
Russian and neutral company coun- 
tries; prospects of the new insurance 
companies; effect new insurance com- 
panies will have on rates; and whether 
the new re-insurance companies floated 
by the older-established companies will 
be able to land treaties from offices 
with which they are not affiliated. 

ok + ea 


There was a great scurry on the part 
of the loss departments to clean up 
losses before the end of the year in 
order to collect from re-insurance com- 
panies and make better showings in the 
statements going to the departments. 

om a ot 


An American marine insurance man- 
ager just back from Holland takes a 
pessimistic view of the mine situation 
in North Sea waters, and looks for dis- 
asters for American ships coming into 
Hamburg and Bremen. He says that 
the German mine sweepers are not only 
loafing on the job, but are making no 
serious attempt to clear the mine fields; 
furthermore, the mine sweeping craft 
are undermanned. The north and 
northwest winds are blowing these 
mines into one corner of the sea, and 


, there are millions of them there. He 


quotes a sea captain whose ship was 
struck five times and finally sunk. 
oe + * 


Sometimes the Scandinavian insur- 
ance papers do a little knocking. Here’s 
a paragraph from the “Scandinavian 
Insurance Magazine”: 

“In Copenhagen an insurance com- 
pany, the Pax—a name popular with 
insurance companies of recent date— 
has just been started. There is, how- 
ever, hardly any reason to take this 
company too seriously, as its connec- 
tion with the insurance world seems to 
be of the slightest.” 

ae + or 


One of the visiting foreign insurance 
men was invited by a local manager to 
80 to the theatre on New Year’s eve. 
He asked his guest what he wanted to 
see, and said he would make a box 
party of six. The visitor thought a mo- 
ment and announced that he would like 
to go to the opera. The Metropolitan 
was sold out, and the local man had to 
buy the tickets from an agency. It was 
hot easy to get six tickets, but it was 
finally managed at a premium of $10 
apiece. It’s too bad that everybody 
doesn’t like the movies for an evening’s 
entertainment. 

* + * 


The local silk association has made a 
series of protests against the thefts of 
— of silk which were sent to piers to 
€ shipped abroad. 

* + a 


PR team there is substantial evidence 

mere ee the statement that there are 

pr ahogany desks and ultra modern 

iaring pment per square inch in the 

oth nsurance district than in any 
er branch of insurance. 

ve years ago, according to a supply 


Salesman who claims to have known 


every office in the district, five of the 
largest marine offices produced only 
three telephone switchboards, one book- 
keeping machine and only four adding 
machines. When war caught some of 
the offices months behind in their re- 
ports and most of them with antiquated 
systems, it rendered the marine insur- 
ance business one lasting benefit by 
forcing the modernizing of its technical 
equipment. 
* om a 

E. Nichols, a marine insurance ad- 
juster who has been in the district for 
thirty years, says that many of the pil- 
ferage and theft losses at the piers can 
be prevented if more care was taken in 
the underwriting. Recently, one of his 
men found six wooden cases on a pier, 
supposed to be loaded with shoes, and 
which had been rifled. 


* * * 


Some of the marine insurance men 
are writing regular articles for the ma- 
rine papers in which they sometimes 
take a crack at conditions that displease 
them, Who is writing the articles for 
“Nauticus’’? 

om + > 


When The Eastern Underwriter ran 
a lot of articles by “Observer,” some of 
the people on the street thought that 
they were too pessimistic, but “Ob- 
server” says annual statements will 
corroborate his views. 

a a a 


The year 1919 saw the passing of 
some distinguished British marine un- 
derwriters. They included Leonard C. 
Wakefield, an underwriting member of 
Lloyd’s for sixty-five years; T. B. Cow- 
ley, with Lloyd’s for sixty years, and S. 
Baddeley, who was in the marine dis- 
trict of London for half a century. An- 
other famous Lloyd’s leader, Cecil C. 
Blogg, also died. In Liverpool the death 
was reported of Samuel Cross, former 
underwriter for the Thames & Mersey. 

* * * 

The New York “Herald’s” big marine 
insurance edition did not strike fire. It 
was gotten out under misrepresentation 
in that the publication came out long 
after it was due. 

es * 


An agreement has been reached be- 
tween the most important Finnish in- 
surance companies in regard to the 
premiums for importation from North 
and South America. The cause for this 
has been the underbidding of a small 
mutual company. 

. * * 

W. Witzke, managing director of the 

Scandinavia, and a partner in Gron & 


Witzke, brokers, Copenhagen, is in 
South America on business. 
* ¢ « 


A number of Danish insurance or- 
ganizations have purchased a building, 
to which they will move, and which will 
be called “The Insurers House.” 

a + * 

The Royal, Chartered Marine Insur- 
ance Company, Ltd., Copenhagen, has 
engaged a well-known underwriter 
named Buys as its London underwriter. 


A conference on Norwegian hull in- 
surance was recently held in Chris- 


tiania. 
bk ok * 


Riffe & Co., Antwerp, have taken over 
the agencies of a number of well-known 
Scandinavian companies. 

a * a 

BE. Gangsted, who recently returned 
from the United States, has been ap- 
pointed director of the Danske Lloyd. 

+ + *” 

A committee has been appointed for 

the purpose of drafting a law dealing 


eer” Se eres Po eer se. 


with insurance agreements between the 
four Scandinavian countries. Meetings 
have been held in Copenhagen. 
+ 4 A 

The British insurance papers have 
suddenly burst out into page advertise 
ments, which are inserted by the newly 
organized or organizing insurance com- 
panies. Some of these advertisements 
cover more than a page—and a recent 
copy of a British insurance paper re- 
ceived in New York—had a four-page 
advertisement of a new insurance com- 
pany. 











Foreign Marine Insurance 
Companies in Italy 


By H. F. ULRICHSEN, Attorney Before the Court 
of Appeal, Copenhagen 











Before the war the German insurance 
companies played an important part in 
Italy. A number of them were working 
direct, especially in Milan, and a con- 
siderable part of the re-insurance busi- 
ness was in German hands. 

The national feeling in Italy created 
a good foundation for war legislation 
having as its object to completely pre- 
vent the German and Austrian compa- 
nies from operating in Italy in future. 
July 25, 1915, a law was passed which 
placed a number of restrictions on for- 
eign companies desiring to establish 
branches and effect policies in Italy. 
The government did not content itself 
with providing for a temporary exclusion 
of hostile companies’ activity as long 
as the war lasted. It passed a law of 
a permanent nature and included in its 
scope all foreign companies. Any com: 
pany -wishing to transact business in 
Italy has from that date to give notice 
of such desire, to submit its articles of 
incorporation for approval, and to de- 
posit a considerable amount of money, 
the first year 30,000 lire and the fol- 
lowing year four-fifths of the previous 
year’s Italian balances of premium re- 
serve. Brokers are not allowed to ar- 
range insurances with foreign compa- 
nies which are not legally authorized 
according to the rules and regulations 
laid down in the law of 1915. An ex- 
ception is made only with regard to 
Lloyd’s. 

The conditions stated in the law of 
1915 with regard to licensing of for- 
eign companies are not of such a nature 
that they prevent such companies from 
establishing branch agencies in Italy, 
but all the same, the law has an almost 
debarring effect. A number of new 
Italian companies took over large por- 
tions of the expelled German compa- 
nies’ domain, and the large well known 


companies divided the remainder among 
themselves. Belief was general that the 
object of the law was to fix the princi- 
ple: “Italy for Italian insurance.” 

Among companies, and in papers and 
periodicals, the law is commented upon 
in such a way that one gets the impres- 
sion that it is almost prohibitive for 
companies that have not worked in It- 
aly before 1915. Even in well informed 
insurance circles it was believed that 
authorization of a foreign company was 
dependent upon an arbitrary minister- 
ial decision, although the wording of 
the law distinctly provides that the au- 
thorization is in reality a mere for- 
mality with regard to companies that 
pay their deposits and whose articles 
are of such a nature that they are in 
conformity with Italian legal under- 
standing. 


Re-insurance 


All re-insurance agreements with Ger- 
man and Austrian companies were sus- 
pended on account of the war. Italian 
companies were forbidden to transact 
re-insurance in hostile country compa- 
nies and in neutral country companies 
which were placed on the blacklist. 
Already the blacklists have disappeared, 
and the Swiss company, La Federale, 
which was blacklisted, is again author 
ized in Italy and again carries on re 
insurance there. 

With regard to the other allied and 
neutral country companies new rules 
were adopted April 14, 1918. All Ital- 
jan companies have to send to the Min- 
istry of Trade lists of their re-insurance 
connections. Companies which are au- 
thorized to carry on direct business in 
Italy are also entitled to effect re-in- 
surance with Italian companies, whereas 
other non-authorized companies first 
have to obtain permission, either on ac- 
count of their connection with the en- 
emy (this proves the temporary nature 
of the law) or because of their. being 
unreliable, 

The ministerial control of the re-in- 
surance agreement led to entire depend- 


(Continued on Page 33.) 
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Several of the editors of the ship- 
ping papers were asked by The Eastern 
Underwriters to answer in this edition 
the following list of questions: 

1. What is the tendency and what 
are the prospects of the American Mer- 
chant Marine? 

2. How do the ships of the United 
States Shipping Board stand up, with 
reference to sea qualities, etc.? 

3. What are the prospects of Ameri- 
can vessels picking up return trip 
cargoes coming back from Europe? 

4. Is there an improvement in the 
floating mine situation? 

David G. Baillie, editor of “The Daily 
Marine Record,” made these responses: 

“1. The tendency of the American 
Merchant Marine is to become an estab- 
lished utility, recognized and used by 
business everywhere, inland as well as 
sea coast, as a factor in general in- 
dustrial and commercial prosperity. 
American merchant marine prospects 
depend upon recognition and use of the 
tonnage supplied by )American ship- 
yards. Publicity is helping recognition 
and use of tonnage, and inquiries re- 
garding cargo space and routes and 
sailings are becoming more numerous. 

“2. Ships produced under the aus- 
pices of the United States Shipping 
Board represent a large number of ship- 
yards; and the general average excel- 
lence of the work has been shown not 
only in the reports and ratings of 
Lloyds’ and other experts, but in the 
performances of the _ vessels. Sea- 
worthiness has been demonstrated un- 
der severe tests; and such accidents 
or cripplings as have been reported 
should be considered in relation to the 
total record. We are all well aware 
that a characteristic of American news- 
paper publicity is to feature disaster, 
accident, distress. Every event of this 
kind is far more than offset by the 
successful, routine sailings of merchant 
tonnage under the American flag to 
and from all the principal seaports of 
the world. The ships of the United 
States Shipping Board ‘stand up’ with 
those of any foreign country. Recent 
developments have proved the su- 
periority of American to German-built 
tonnage ; and in every respect, includ- 
ing cost of production, American ship- 
yards’ output compares favorably with 
British, which, three times more costly 
than it was before the world-war, is 
placed in friendly rivalry with American 
without the advantage derived from an 
economic handicap conditioning its 
competitor. Neither in wages paid to 
officers and crews nor in cost of ship- 
yard production does the British mer- 
chant marine enjoy any marked ad- 
vantage over the American. As far as 
operating expenses are concerned, the 
United States, broadly speaking, no 
longer can be said to be suffering from 
economic discrimination. 

“With methods applied to shipbuild- 
ing and ship operation similar to those 
which are applied to other industries 
and occupations, the advantage will be 
with America; a fact which already 
is being illustrated in the production 
of special type tonnage, In specializa- 
tion, and establishment of direct rela- 
tion between cargo carriers and the 
manufacturing or other industries they 
Serve, we may expect to see the United 
States become ‘easily first’? among mer- 
chant-maritime powers. 

3. Return cargoes from Europe are 
being obtained; and the South Ameri- 
can Republics are assuring us that with 
cultivation of ‘Pan-American’ oppor- 
tunities for the North American mer- 
Sant marine, there will be no difficulty 
2 securing Southern cargoes which will 


not in any degree interfere with United 
States industrial production. 

“4. Improvement in the floating 
mine situation is being reported; and 
it is a situation which is bound to be 














DAVID G. BAILLIE 


improved with the exercise of vigilance, 
added to precautions taken to avoid 
mine troubles and the energetic activi- 
ties of maritime powers now engaged 
in ‘cleaning up’ mine fields and mines 
and in making the world (of waters) 
safe for the merchant marine.” 


Views of “The Marine News” Associate 
Editor 

“Unquestionably, the American Mer- 
chant Marine has been restored as an 
important factor in the world’s com- 
merce. The progress made by the 
American Merchant Marine in the past 
four years would ordinarily be the re- 
sult of at least fifty years of endeavor. 
This unprecedented rapid augmentation 
of American shipping power naturally 
carries with it many problems, the solu- 
tion of which have a vital bearing upon 
the future success or failure of our 
newly developed ocean fleet. 

“The American Merchant Marine of 
to-day can be likened to an inverted 
pyramid which has remained upright 
through the availability of the almost 
unlimited financial resources of the 
government. The problem to-day is, 
by means of private enterprises, to fill 
in the sides of the pyramid and thereby 
establish a stable shipping proposition. 

“Possessed of great shipbuilding fa- 
cilities, still greater financial strength, 
vast natural and industrial resources 
and finally numerous participants in 
every phase of shipping activities that 
go to make a staunch, well-rounded 
Merchant Marine structure, one cannot 
help being an optimist on the future 
of American Merchant Marine notwith- 
standing full recognition of the almost 
overwhelming task involved in the 
transition from Government to private 
control. 


Compare Favorably With Other 
Vessels 

“Vessels built in the United States 
compare favorably with vessels built 
in England or anywhere else. It is 
unfortunate that the American public 
has been fed up on the shortcomings 
of a few vessels and thereby been led 
to believe that the entire American 


: Shipping Prospects As Seen By Marine Editors 


Merchant Marine is lacking in sea- 
going qualities, To create new ship- 
yards, train an army of shipbuilders, 
to build vessels rapidly and then to 
have every vessel a success, is a condi- 
tion that was not even fondly antici- 
pated. It was taken for granted that 
there would be poorly built vessels, but 
these poorly built ships are not to be 
taken as a criterion for the entire fleet 
of new steamers. 


“It must be borne in mind that the 
new Merchant fleet was built to meet 
a war condition. If these vessels made 
but one voyage across the ocean with 
much needed products for the warring 
armies and then were lost through lack 
of sea-worthiness, they in a measure, 
would have served the purpose for 
which they were built. 

“It is gratifying, however, that a ma- 
jority of the vessels built in the United 
States in the past two years under the 
Emergency Fleet Corporation program 
have seagoing qualities equal to those 
built abroad, and this notwithstanding 
the doing away with cambered decks, 
finely molded stems and sterns and the 
use of structural, instead of shipbuild- 
ing, steel. 

“No large ocean-going vessel has been 
built that has left the builders’ hands 
in a condition that shortcomings did 
not develop on the first ocean voyage, 
Therefore if some new American ships 
have met with trouble at sea, this con- 
dition is not an alarming one nor re- 
flective of poorly constructed vessels. 
It is not my desire to appear as an 
apologist for American ships. They re- 
quire no defender, but merely explana- 
tions that will clarify the situation in 
the minds of those unititiated in ship- 
ping affairs. Another thing is that we 
now have several thousand vessels 
under our flag in ocean trade and 
naturally with a greater fleet of ocean 
ships, we are bound to hear, more fre- 
quently than in pre-war years, of acci- 
dents to vessels under our flag, but the 
number of these accidents are not more 
than normal. 

“American vessels will have equal op- 
portunities for securing return cargoes 
in Europe, if not superior opportunities. 
European nations are eager to sell us 
their surplus products largely so as to 
establish purchasing ‘credits in this 
country for the material they so ur- 
gently require. The abnormal balance 
trade in favor of the United States 
is such that the trend will be to ship 
goods here as the vessels will be mov- 
ing towards this country continually 
so as to remove from our ports the 
products purchased by foreigners. 

“Ocean trading is largely a matter of 
climatic conditions and American ship- 
operators have the same complete 
knowledge of the advantages of triangu- 
lar and polygon voyages as have vessel- 
owners in England and on the conti- 
nent. 

“The floating mine situation in the 
waters of North Europe is one of de- 
cided concern. The mine barrage laid 
by the Americans prior to the armistice 
consisted mainly of electrical contact 
mines which cannot be swept up by 
drag wires, but must be exploded. 
While the fleet of mine sweepers did 
valued work in cleansing the ocean of 
these hidden dangers, it cannot be con- 
ceded that they have entirely removed 
them. There is one point that affords 
solace, this being that the American 
mines laid at great depths, become im- 
potent after remaining in the water 
more than a year and should these con- 
tainers of powerful explosives become 
afloat, they will not create a serious 
hazard to shipping.” 

One of the Editors, who doesn’t want 


his name used, made these answers 
to the queries of The Eastern Under. 
writer: 

1. The prospects for the American 
Merchant Marine are as good as the 
prospects of any other Merchant Ma- 
rine. Results are entirely a matter 
resting with those who have the busi- 
ness end in hand. If they know the 
business they will make money. If not 
they can lose it in the shipping busi- 
ness quicker than in any other. 

2. The vessels owned by the Ship- 
ping Boards are, unit for unit, as good 
as any ships built contemporaneously in 
any country. There is no question that 
prewar built ships were built with bet- 
ter care than were the existing ones. 
But there is also no question about 
such ships having been severely pun- 
ished during the boom period. Con- 
sequently it is a fifty-fifty proposition. 
From the insurance point of view it is 
a losing game for the underwriters to 
insure ships to-day on the same basis 
as in 1914, because the breakdowns 
are so much more frequent and sea- 
manship and navigation have greatly 
deteriorated. 

3. The question of return cargoes hin- 
ges upon that of determining whether 
freights afford sufficient compensation 
for delays incidental to loading. There 
is a shortage of tonnage in Europe, 
but the Shipping Board no doubt would 
encounter objections if it employed any 
considerable tonnage in cross-European 
voyages for the purpose of earning 
money. This is one of the disadvan- 
tages of Government ownership, which 
does not apply to private ownership. 

4, The floating mine situation is very 

ad, When it is borne in mind that 
thousands of mines were laid during 
the war, it can be understood that it 
was a practical impossibility to sweep 
them all up. A good many are still 
adrift and Germany in particular has 
been very lax in the mine-sweeping 
work. Swedish underwriters, as an in- 
stance, are quuting higher rates against 
floating mine risks across the North Sea 
than are quoted for the voyage from 
New York to Sweden. This will give 
you an idea of the demoralized con- 
dition of the rate situation here. 


‘South Atlantic Ports 


(Continued From Page 23) 

te give notice, in the name of all the 
ports mentioned, to the effect that we 
are determined, and will soon prove to 
the shippers and exporters of the Mid- 
dle West, that the Southern ports will 
naturally command their attention, es- 
pecially now that the freight rate has 
been equalized, placing our ports upon 
a parity with New York, Philadelphia, 
Batlimore, etc. It is up to us ,and we 
know it, and microscopic examination 
irdicates, up to this moment, no grass 
growing under our pedal extremities. 


Going to Hartford 

G. H. Buckingham, of the underwrit- 
ing department of the Phoenix of Lon- 
don, has resigned to take effect about 
the 15th of February. He has just lost 
his father in Hartford, Conn., and will 
return to that city to become affiliated 
with the Phenix of Hartford. Prior to 
going with the Phoenix a year ago, Mr. 
Buckingham was with the United States 
army in the field artillery. A native of 
Hartford, he was formerly with the Au- 
tomobile Insurance Company of that 
city. 














28 


MARINE EDITION—THE EASTERN UNDERWRITER 


February 6, 1920 





Shipping on Great Lakes 


(Continued From Page 15.) 


and four-ninths by the fire underwriters 


and the difference between the $15,000 | 


and $18,000, the value of the steamer, 
should also be borne by the fire under- 
writers. This certainly was a decision, 
like the judgment of Solomon, the like 
of which cannot be found in the books. 


The “Northwest” Loss 

Another interesting case was the loss 
of the schooner “Northwest” about 
twenty years ago. The schooner, laden 
with a cargo of 50,000 bushels of grain 
in tow of a steamer, left Chicago in the 
month of April bound for Buffalo. Ice 
was encountered in the northern end of 
Lake Michigan and the schooner, in go- 
ing through the ice, became separated 
from her steamer and, encountering 
large floes of ice, began to leak. The 
water gained on the pumps so that she 
filled and had to be abandoned by her 
crew, and then went down in deep wa- 
ter. Protest and proofs of loss were 
made, which stated that the schooner 
had encountered ice, and that this had 
caused her to spring a leak and sink. 
When these proofs of loss reached the 
underwriters they found that the poli- 
cies contained an exception, and that 
they were not liable for “damage caused 
by, and in consequence of ice” and they, 
therefore, declined to pay. Undaunted 
by such a refusal, Corrigan, the owner, 
taking counsel learned in the law, hied 
himself to the court with a jury, and 
there presented his case. The evidence 
of what caused the loss, completely re- 
pudiated and left out ice as a cause and 
it was insisted that the schooner must 
have struck on some unknown shoal 
and so damaged her bottom that she 
leaked, and was in consequence lost. 
There was no evidence produced, show- 
ing that the well-known “Havana” shoal, 
located near the place where the ice 
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had been encountered, was discovered 
by the wooden steamer Havana, which 
came to a stop on this shoal and while 
able to revolve in almost a complete 
circle where she was stranded, required 
lightering to release her, and the judg- 
ment of those familiar with the locality 
was that she had been resting upon a 
Jarge boulder, and this being located on 
a ledge of rock, enabled the vessel to 
revolve with the boulder. It was also 
shown that a comparatively short dis- 
tance from the “Havana” shoal was an- 
other shoal, which had been found by a 
steamer, which had slowed down by 
coming in contact with something which 
finally was passed over. When the 
steamer was placed in dry-dock it was 
discovered that she had a deep groove 
in her bottom plates from stem to stern, 
indicating that she, too, had ridden on, 
or rolled a boulder under her while 
crossing the shoal. The shoal was also 
marked on the charts and is well known. 


A number of expert shipmasters ad- 
vanced the theory that these boulders 
were carried by the ice from the nearby 
well-known “Graham” and “White” 
shoals, which were covered with them. 
In the Spring after the ice became de- 
tached from the shoals where it had 
grounded, these boulders were picked 
uv by the ground ice and carried by it 
and dropped in various places, and 
among the other places, the rock shoals, 
in shallow but navigable waters in the 
vicinity, and therefore it was impossible 
to tell (until one of these boulders was 
uctually encountered by a ship stranding 
upon it) where they were located. It 
was also reported that frequently ships 
had struck in that locality without, how- 
ever, being stranded or grounding. The 
ivry, therefore, believing the well-known 
suying of the ancient text writer “that 








underwriters, like women, conceived 
with pleasure, and gave forth with 
pain,’ had no difficulty in filling the role 
of accoucheurs and in relieving the un- 
derwriters of the sums necessary to re- 
imburse Corrigan, the owner, for the 
loss of the schooner. 


The Most Important Case of All 


Probably the most important of all 
the marine insurance cases that have 
come before the courts of the region is 
the case of Royal Exchange Assurance 
vs. Graham & Morton Trans. Co., 166 
Fed. 32. This case on the question of 
abandonment and constructive total loss 
is the leading one on these questions. 

The decision relates to the steamer 
“Argo” (now, if not lost, engaged in 
service on the Atlantic). The “Argo” 
was then a passenger steamer plying 
between Chicago and Holland, Michigan. 
On the morning of November 24, 1905, 
she missed the harbor piers at Holland 
and went on to the sandy beach just 
north of these. She was insured under 
the regular form of hull policies for $60,- 
000 and $30,000 under disbursement poli- 
cies for a total loss. The owner imme- 
diately abandoned her to the underwrit- 
ers. Two expeditions endeavored to re- 
lease the steamer, but failed. Then the 
contract for releasing her was let to the 
Reid Wrecking Company. This com- 
pany, after several weeks of work, and 
sixty-four days after the steamer had 
stranded, released her, and under her 
own steam she proceeded across Lake 
Michigan to Manitowoc, a port of re- 
pairs. The court decided that the right 
of abandonment depended upon the facts 
or high probability of the cost of recov- 
ering and repairing (exceeding in this 
case) one-half of the steamer’s value. 
lf there was such probability, it was 
entirely immaterial whether the cost 
amounted to one-half or not, the high 
probability determining the right of 
abandonment, regardless of the subse- 
quent happenings or expenditures. This 
is now the settled law. 
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WILLIAM WALLACE & CO., ; R , : ; 
MAURY & DONNELLY-WILLIAMS CO., . : ; 
NEARE, GIBBS & LENT, Marine General Agents ; 
WESTERN BRANCH—L. O. KOHTZ, General Agent, 
PACIFIC BRANCH—H. DURBROW, Assistant General Agent, 








63-65 Beaver Street, NEW YORK 
. 70 Kilby Street, BOSTON 
; . 226 Walnut Street, PHILADELPHIA 
N. W. Cor. Commerce and Water Streets, BALTIMORE 
. Western River Department, CINCINNATI 
175 W. Jackson Boulevard, CHICAGO 

340 California Street, SAN FRANCISCO 


The commerce on the Great Lakes sur- 
passes in volume all commerce in the 
world on any waters, fresh or salt, for 
a similar area, and is still growing. Chi- 
cago, with a population of 2,500,000; 
Detroit and Cleveland with a million 
each; Milwaukee and Buffalo with a 
half million each, are some of the thriv- 
ing, growing cities located on the Great 
Lakes, and the end of the growth is not 
yet. 


MILLIGAN ON TWO INTERESTING 

QUESTIONS 
(Continued From Page 7.) 
the shipowner having obtained guaran- 
tees from the cargo underwriters for 
the cargo’s proportion of the general 
average. In such a case would it still 
be his duty to insure the general aver- 
age expenditure? This argument over- 
looks the fact that the guarantee is sub- 
ject to the delivery of the cargo which 
in this instance would be an impossi- 
bility. 

In my opinion the whole matter might 
be summed up as follows: that it is a 
very wise proceeding for the ship owner 
to insure his general average expendi- 
ture, but it is very far from being in- 
cumbent upon him to such an extent 
that failure to do so should saddle him 
with the entire expenditure. 

Following a drop in the price of ma- 
terials, shipbuilding in Sweden has been 
renewed with increased energy. 





An opinion has been expressed by 
some underwriters that Japanese ves- 
sels are better risks than American 
ships for the reason that they are built 
with a “conscience” and are manned by 
loyal and efficient crews. 
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Sugar has been justly called Concen- 
trated Sunshine. For many years it 
remained a luxury but during the last 
decade it has come to be one of the 
necessaries of life and now has a prom- 
inent place among the essential foods 
of the American people. > 

Cane sugar was first known in India 
long before the Christian era. Chinese 
historians in the eighth century B. C. 
mention that their knowledge of sugar 
cane was derived from India. Its use 
spread rapidly through Asia and was 
introduced into Europe on the return 
of the early’ crusaders. Columbus 
brought it to this side of the world and 
planted some at Santo Domingo from 
whence it was taken to Louisiana by 
Jesuit monks. It was known in Mexico 
at the time of Cortez and shortly after 
Pizarro it was known in Peru. It is 
now cultivated in Java, Formosa, Phil- 
ippines, Hawaii, Ecuador, British Gui- 
ana, Guadalupe, Martinique, Cuba, Porto 
Rico and most of the other tropical and 
sub-tropical countries. But the major 
portion used in this country comes from 
Cuba and Porto Rico, and this article 
treats with the marine insurance end of 
the sugar industry of those countries. 

Volumes could be written on the sub- 
ject and the ensuing survey does not 
pretend to cover the entire field but aims 
to give such general information as 
may be helpful to familiarize one with 
the broader outlines. 


Raw Sugar and Refined Sugar 

Marine insurance on sugar must be 
divided under two headings, i. e. raw 
sugar and refined sugar. 

The raw sugar from Cuba is packed 
in bags of 14 arrobos, or approximately 
325 Spanish pounds, or 320 pounds 
avoidupois. It is more or less a season- 
able risk as the majority of it is made 
between December ist and June Ist. 
This leads to considerable congestion 
at the shipping points due to lack of 
storage space, and at times to lack of 
tonnage which results in some cases 
in the use of vessels physically unfit for 
the carrying of sugar. 

The forms of coverage are many but 
those in general use include the usual 
marine form from warehouse to ware- 
house, including risk of craft to and 
from vessel, loss to any package during 
loading, transhipping or discharging, and 
to cover inland and/or river lighterage. 
Supplementary lighterage at the port of 
discharge covering for a period of from 
seven to fourteen days, also risk of fire, 
flood, collapse and/or subsidence of 
dock while on wharves and/or dock for 
from ten to fourteen days. Some of the 
Cuban planters have policies which 
cover from the time the raw sugar leaves 
the Central or mill until delivery at 
the foreign ports. Sugar is usually in- 
sured subject to average, the amount 


Ce eee STS TST I ST STP SSMU SMU SSH SM si sin ern nine 


Marine Insurance on Sugar 





depending upon the length of the voy- 
age. 
Special Clauses to Cover Loss 

The principal loss to raw sugar is 
caused by water. Being very soluble, 
serious damage often results with the 
entry of water into the hold. To cover 
this special clauses known as “Loss in 
Weight Clause” and “Refiners” or “Test 
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Clause” are attached to the policies. 

The loss in weight clause provides for 
the actual reduction in weight between 
the invoice weights and the actual 
weight unloaded. In determining the 
loss in weight on the portion that has 
been in actual contact with sea-water 
an allowance of two per cent is granted 
as the increased weight by absorption of 
moisture and is deducted from the net 
weight of the damaged sugar. 

The Refiners Clause insures against 
the loss of percentage of polarization 
as shown by comparing the sound and 
damaged values as applied against the 
sucrose content of the sugar. 


Sugar Valuation 


On the discharge of the cargo numer- 
ous samples are taken to make up a 
general average sample which is then 
tested to determine the real value of 
the sugar. Sugar is valued and insur- 
ed on a basis of ninety-six degrees 
polarization. 

Should the sucrose content be in excess 
of ninety-six degrees a higher price is 
paid and vice versa. The testing of the 
sugar is done with the aid of a polar- 
iscope. The polariscope is made and 
set so that a standard weight of pure 
sugar dissolved in a standard quantity 
of pure water and placed in a tube of 
given length wil! rotate the rays of 
polarized light in passing through a 
point on a scale marked one hundred 
degrees: also by using the same quanti- 
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ty of water to twenty-five, fifty degrees 
or seventy-five degrees less weight of 
sugar the rotation will show seventy- 
five degrees, fifty degrees or twenty- 
five degrees, of pure sugar as the case 
may be. 

Raw sugars from Porto Rico, The 
Pilippines and Hawai are entered into 
this country without payment of duty 
and are known as Free Sugars. Cuban 
Sugars are allowed a rebate of twenty 
per cent while sugars from Peru, Ven- 
ezuela, etc., must pay full duty upon en- 
try into this country. 

Refined Sugar 

Refined sugar is shipped in barrels, 
bags and cases The greater part of the 
sugar being packed in bags of one 
hundred pounds each. The bags make 
a better shipping package than the 
barrels and are more easily handled. 
Upon leaving the refinery the bags are 
placed on lighters or barges and moved 
to the steamship. 
a vessel is taking a complete cargo of 
sugar from one refinery the vessel is 
loaded along side the refiner’s dock in 
which case the risk of lighterage is 
unnecessary. But the majority of re- 
fined sugar is sold F. O. B. New York 
and in less than cargo lots. This neces- 
sitates the refiner covering the sugar 
from the time it leaves the dock until 
loaded upon steamship. 

The lighterage policy is in the usual 
marine form covering within the lighter- 
age limits of the port of loading for 
amounts specified in the policy for each 
lighter and barge. The policy usually 
contains a clause permitting the use of 
charted or hired boats subject to a max- 
imum amount for which the insurance 
company may be liable, the maximum 
amount being fixed according to type 
or structure of the vessel. 


In some cases where 


Coastwise Policy 

Another form of policy in common 
use is the so called Coastwise policy 
written to cover United States Atlantic 
and Gulf ports. The insurance attaches 
from the time the merchandise leaves 
the refinery, store or warehouse of ship- 
pers and covers continually while at the 
risk of the assured in the due course of 
shipment until delivered at store or 
warehouse of consignee including risk 
of fire on the dock of the steamship 
line awaiting shipment for from seven 
to ten days. It also covers for tran- 
shipping by river craft or steamer 
where necessary. 

In treating with sugars for export an- 
other situation arises which calls for in- 
surance of drawback duties. On pre- 
sentation of bills of lading duly initialed 
for Custom House purposes the govern- 
ment will repay to the refiner the 
amount of duty paid on the importation 
of such sugar. The Custom House bills 
of lading are issued on the clearance of 
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of the vessel and the ‘sugar is sold for 
export on condition that the drawback 
duty so due from the government re- 
verts to the refiner. In order to protect 
against loss of drawback a policy is 
written to cover from the time of load- 
ing of lighters or steamship at refinery 
or warehouse until delivery at ocean 
steamship and while on the steamship 
until the clearance of the vessel on the 
actual amount of drawback duty which 
would be collected from the government. 

The average user of sugar (if he hap- 
pens to be fortunate enough to have 
some), has no idea of the vast amount 
of money involved in connection with 
the sugar business. The underwriter 
does not comprehend the vastness of 
the business and the amount of insur- 
ance involved. 

The estimated amount of raw sugar 
to be shipped from Cuba during the 
next year is in excess of 4,500,000 gross 
tons and valued at upward of $1,000,000, 
000. Last year the value, on account of 
the price fixed by the Equalization 
Board, did not amount to more than 
half that sum. 


Salvaging Ships in 
New York Harbor 


(Continued From Page 13) 


engineers calculated the total weight of 
the ship at 13,000 tons at the time of 
the accident and the salvers estimate 
that when the “St. Paul” settled in the 
mud some 2,000 tons of mud entered the 
lower part of the ship. The first move 
was to seal up certain holds forward 
and aft, and to roll the ship over by 
means of cables and heavy tackle, oper- 
ated by steam winches. All openings 
below water were closed; a coffer dam 
was constructed, then the entire ship 
was pumped out and floated, 





American Ownership Temporary 

J. C. Gould, British M. P., and promi- 
nent shipowner and operator, after an 
investigation of the shipping situation 
in the United States, said that American 
ownership is a temporary matter and 
will not last more than a decade. He 
also stated that ship operative costs are 
two and a half to three and a half times 
higher than in Great Britain. 


A course in shipping was instituted 
at New York University last term, as 
the growth of the American merchant 
marine has placed shipping on a par 
with other industries whose fundamen- 
tals are taught in universities. 


Harvey A. Bush has resigned as as- 
sistant secretary of the American Hagle 
Fire Insurance Company, the Continen- 
tal Insurance Company and the Fidelity- 
Phenix Fire Insurance Company, effec- 
tive January 31. 
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Real Estate Development 








and Changes in Marine 
District During 1919 





The year 1919 was one of the most 
active in the development and improve- 
ment of real-estate in the marine insur- 
ance district of New York City, and 
1920 promises to yield as many if not 
more changes, providing plans now con- 
templated are carried through success- 
fully. For several years the marine in- 
surance business has been slowly out- 
growing that district of the city where 
it planted itself and with the alterna- 
tive of acquiring unused or unimproved 
property out of the question, the solu- 
tion of the problem hinges upon the 
erection of new and more spacious 
buildings in place of structures now oc- 
cupied. Many office buildings facing on 
South William and Beaver streets pre- 
vious to 1918 were low, old-fashioned in 
style, non-fireproof, and entirely inade- 
quate to meet the housing demands cre- 
ated by the rapid growth of the marine 
business during the period of the war. 
In 1918 some new places were finished, 
but 1919 was the banner year in that 
respect, several companies regarding it 
as the opportune time to purchase their 
own properties and secure sufficient 
space for their large personnel. 

Looking from William Street along 
Beaver in the direction of Nassau one 
might judge from the numerous scaf- 
fcldings and piles of building materials 
that another branch of the subway was 
in process of construction. However, 
these changes are being made from the 
ground upward and not wholly below 
the street surface. Work on five build- 
ings along this single block is being 


carried on, and with more contemplated. 
Three months hence one will with diffi- 
culty recognize this as the same Bea- 
ver Street of two years ago. 

The first new building ready for occu- 
pation this winter is the five-story struc- 
ture at 53 Beaver, owned by the Mer- 
chant Marine House, Inc., and leased to 
the Marine Office of America and §. D. 
McComb & Co. It has a frontage of 
twenty-five feet and a depth of 107 feet, 
thus providing a floor space of approxi- 
mately 2,500 square feet on each story, 
sufficient to accommodate comfortably 
the office force of more than one hun- 
dred employes and also allow one floor 
to be released to Bertschmann & Maloy, 
United States marine managers of the 
Switzerland General, of Zurich. The 
building is most complete in the ar- 
rangements of the offices of various de- 
partments, lighting and ventilation, and 
in keeping with the policy that the com- 
fort and health of employes must be 
protected by employers, a rest room for 
female employes has been opened on 
the third floor. Chubb & Son are also 
providing for a recreation room on the 
top floor of their new building at 54 
Stone Street. 

Adjoining the headquarters of the Ma- 
rine Office of America, is the Washing- 
ton Marine Building, also the property 
of the Merchant Marine House. When 
finished, this place will be occupied by 
the Oceanic Underwriting Agency, ma- 


. rine underwriters for the Washington 


Marine. It is a six-story, fire-proof 
house with a frontage of thirty-nine feet, 


a depth of seventy feet, and a limestone 
front. These two pieces of real estate, 
purchased from the firm of McCullough 
& Jennings, were formerly the site of 
the old coffee exchange before it moved 
to 118 Pearl Street. Immediately fol- 
lowing the occupation of its offices by 
the Oceanic, the present place at 49 
Beaver will be razed to make way for 
a new and handsome home for the Im- 
porters & Exporters. 

Not to be outdone by his patrons in 
this building movement, Frank Busto, a 
restaurant owner well known to marine 
insurance and shipping men, moved 
across the street into his new building 
at 45 Beaver Street on the first of the 
year. And at the corner of Nassau and 
Beaver Streets on the north side, the 
Seaboard Bank is erecting its future 
home. 


On the south side of Beaver Street the 
Kerr Steamship Company is putting up 
a twelve-story structure adjacent to the 
Consolidated Stock Exchange, and will 
take eight of those twelve stories for its 
own use. The present offices of this 
corporation, which operates a large fleet 
of cargo vessels to all parts of the 
world, are in the Whitehall Building at 
17 Battery Place. The only insurance 
organization to move into the Kerr 
building will be Neil Pearce & Co., tem- 
porarily doing business at 1 Wall Street, 
and the remaining three floors have 
been leased to shipping firms. 

The Kerr Building will have a floor 
space of nearly 7,500 feet on each story 
because it has not only ninety-nine feet 
along Beaver Street and a depth of sixty 
feet, but also a narrow extension, twen- 
ty-five and a half oy sixty-four feet, 
reaching through to South William 
Street. This rear section adjoins the 
property at 14-16 South William, where 
the Merchants & Shippers has an- 
nounced that it will soon start work on 
its new home office. 


Turning east along Beaver from Wil- 
liam Street one finds most of the build- 


ings modern and commodious, and un- 
touched for several years. The only 
change during 1919 was made at the 
corner of Beaver and Hanover Streets, 
where F. H. & C. R. Osborn leased the 
two buildings at numbers 72 and 74, and 
reconstructed them into an up-to-date 
six-story structure of red brick. Held 
under a lease of forty-two years by the 
occupants, this building provides for a 
complete consolidation of the various 
departments which was impossible at 
the former offices at 69 Wall Street. 

Stone Street, running east of, and 
parallel to, South William Street, is 
rarely visited by insurance men, except 
for fire insurance inspections, as there 
are no large business offices along there. 
Most of the structures are decades old, 
not at all suited for insurance offices, 
and therefore used as warehouses or 
leased to persons doing some small 
business. The first move in the mod- 
ernization and reconstruction of this 
street is being made by Chubb & Son, 
who last year purchased the property at 
54 Stone Street, tore down everything 
except the two side walls, and have now 
nearly completed their six-story annex. 
Known officially as the “Annex,” its 
exterior has the same general appear- 
ance as those of the main office, regard- 
ed as one of the most artistic edifices 
in the district. The annex, once called 
the Armitage Building, should be fin- 
ished by the end of February and will 
house the accounting and other depart- 
ments at present located at 65 Beaver 
Street. It extends clear through to 
Pearl Street and has a forty-foot front 
on Stone Street. 

To relieve the evident congestion at 
the home office at 5-7 South William 
Street, Chubb & Son are adding a third 
story there. The building was con- 
structed in 1900 by the architects Car- 
rere & Hastings, and finished off in such 
a manner that the addition of one or 
more stories could be done without dif- 
ficulty and without harming the effec- 
tiveness and harmony of the style. 
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UNITED STATES LLOYDS, Inc., of New York 
INDEMNITY MUTUAL MARINE ASSURANCE CO., Ltd., of London 


ROYAL EXCHANGE ASSURANCE, of London 
(Marine Department) 
TOKIO MARINE INSURANCE CO., Ltd., of Tokio, Japan 
(United States Marine Branch) 
UNITED STATES FIRE INSURANCE CO., of New York 
(Marine Department) 


AGRICULTURAL INSURANCE CO., of Watertown, N. Y. 
(Marine Department) 


FIRE ASSOCIATION OF PHILADELPHIA, of Philadelphia, Pa. 
(Marine Department) 


MILWAUKEE MECHANICS’ INSURANCE CO., of Milwaukee, Wis. 
(Marine Department) 


LONDON & SCOTTISH ASSURANCE CORPORATION, Ltd. 
(United States Marine Branch) 
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Made Payable in principal cities in England and Continent of Europe 
South Africa, China, Japan, Australia, New Zealand, Cuba, Etc. 
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Burlington Rule, Which Cramped 
Expansion of U. 8S. Companies, 


Thrown Overboard 




















The Insurance Commissioners’ Con- 
vention at Burlington, Vt., in 1913, 
adopted the rule “that special deposits 
in excess of the corresponding liabili- 
ties shall not be allowed as assets in 
annual statements of insurance compa- 
nies.” This rule came up for reconsid- 
eration at the New York Convention in 
December, 1915, and a motion to repeal 
the rule was defeated by a vote of 17 
to 11. 

At the Commissioners’ Convention at 
Hartford in September last, Arthur I. 
Vorys, of Columbus, O., formerly insur- 
ance commissioner of Ohio, was invited 
to deliver an address on the question 
whether ‘American Insurance in For- 
eign Countries Should Be Encouraged.” 
Mr. Vorys urged insurance commission- 
ers to encourage American companies to 
enter foreign countries. He maintained 
that a serious obstacle in the way of 
such foreign enterprise, as well as in 
the operation of American companies at 
home, was the Burlington Rule. He 
argued that the rule was not only eco- 
nomically unsound, but also not author- 
ized by law. He stated that the com- 
missioners not only had the power to 
aid the extension of American insurance 
into foreign countries but that it was 
their duty to do so by the repeal of 
the Burlington Rule. At the conclusion 
of Mr. Vorys’ address, the commission- 
ers, upon motion, referred the Burling- 


ton Rule to the Committee on Laws and 
Legislation. At a meeting of that com- 
mittee subsequent to the ilartford con- 
vention, the committee unanimously rec- 
ommended the repeal of the Burlington 
Rule. At the recent convention of the 
insurance commissioners in New York, 
upon the report of the committee being 
submitted, the convention unanimously 
repealed the Burlington Rule. 

In his Hartford address Mr. Vorys 
called attention to the effect of the ap- 
plication of the Burlington Rule to the 
deposits made under the several de- 
posit laws as those laws recently have 
been construed by the courts, and point- 
ed out the prospective demoralization 
bound to ensue if the decisions of the 
courts construing the deposits and the 
Burlington Rule should be carried into 
effect. He referred to proceedings in 
courts where deposits were liquidated 
and where the courts held that deposits 
made in terms “for the benefit and se- 
curity of all the policyholders” were 
nevertheless construed to be for the 
benefit of policyholders in the state 
where liquidation was proceeding. He 
reminded the commissioners that under 
such construction of the law by the 
courts, all the deposits heretofore re- 
garded as general deposits for the bene- 
fit of all policyholders would be con- 
strued as special deposits for the pol- 
icyholders in the state in which the re- 
spective deposits were made. The re- 
sults would be the application of the 
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Burlington Rule to all deposits of all 
insurance companies. 


In the course of his address Mr. Vorys 
said: “It is true that when a special de- 
posit is made for the benefit and secur- 
ity of the policyholders of a particular 
state a trust is created and the special 
beneficiaries under the trust are the pol- 
icy-holders of that state, and, upon the 
liquidation of the company, the deposit 
cannot be used for the benefit of other 
policyholders until all the obligations 
to the special beneficiaries of the trust 
have been satisfied. But such possibil- 
ities of the future are not considerations 
affecting the statement of the present 
financial condition of the company. 
What the commissioner is called upon 
to do is to state the financial condition 
as it exists now, not the possibilities 
of the future. The commissioner is to 
determine whether the company is solv- 
ent or insolvent. If he find the com- 
pany insolvent, it is his duty to discon- 
tinue the license. If he find the com- 
pany solvent, it is his duty to set forth 
the financial statement of the company. 
The commissioner cannot say or certify 
that he does not know whether the com- 
pany is solvent or insolvent; that he 
does not know the present financial con- 
dition of the company. He cannot set 
forth the assets and liabilities of a com- 
pany to-day and then say that there is 
a possibility of liabilities arising in the 
future which he cannot now foresee, or 
that there is a possibility of present lia- 
bilities which he has not yet discovered 
and that therefore he would deduct ar- 
bitrary amounts of assets or charge ar- 
bitrary amounts of liabilities because of 
his fear of future unknown liabilities or 
his suspicion of present unknown liabil- 
ities. The law has armed the commis- 
sioner with authority to make complete 
examination of the company’s affairs 
and has given him all the instrumentali- 
ties which the ingenuity of man has 
been able to invent, for ascertaining 


i HT 


| 















aa 


HUTT 











ROSSIA 


INSURANCE COMPANY 


OF AMERICA 





I 


and certifying the financial condition of 
a company. Among these is the inflex- 
ible statutory rule for calculating the 
amount to be charged as _ liabilities 
against the company on its unmatured 
policy obligations. If the commissioner, 
in suspicion of undisclosed existing lia- 
bilities or in fear of future possibilities, 
proposes a statement of liabilities be- 
yond those estimated under the law and 
those found in his examination, a state- 
ment beyond all peradventure, then he 
must charge the face amounts of all 
insurance, for the face of the policy is 
the only absolute limit of liability. 

The commissioner who is bent upon 
a thorough investigation and supervi- 
sion and upon a fair and candid expo- 
sition of the affairs of the company to 
the public, with no whitewashing and 
no padding, should regard it his plain 
duty to expose the present existing as- 
sets and liabilities of a solvent com- 
pany, and the surplus deduced there- 
from, without involving the statement 
in any speculations as to what may hap- 
pen if the company should become in- 
solvent.” 

The Statutes Do Not Authorize or Per- 
mit the Deduction of Assets Under 
The Burlington Rule 

Mr. Vorys quoted from many of the 
statutes of the different states, and 
said: 

“These laws direct that the statement 
shall set forth in specific terms the 
amounts of real estate, mortgages, 
stocks, bonds and other assets. They 
prescribe the several items of liabili- 
ties, including the specific item of un- 
earned premium or reserve liability. 
While the commissioner may modify the 
form of statements, he cannot change 
the substance and, therefore, he cannot 
add liabilities beyond those prescribed 
by the law. Consequently, the commis- 
sioner is required by the law to allow 
all the assets of the company, even 
though some assets are special deposits, 
and he cannot charge against such spe- 
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In a recent article on cotton under- 
writing an effort was made to outline, 
in the briefest manner, the development 
of the business to its present status, 
and reference was made to the urgent 
need of further development from a fire 
insurance standpoint, to meet present- 
day conditions in the cotton trade. The 
limitations of this article did not admit 
of more than the merest reference to 
the changes which seem desirable, if 
not necessary to the retention of the 
storage fire insurance business. 

Cotton may be stored and insured or 
not, as the owner may elect, but cot- 
ton cannot be exported without insur- 
ance; the owner has no option, insur- 
ance must be provided or the transac- 
tions cannot be financed. An insurance 
policy or certificate endorsed by the 
shipper to the consignee, is as essential 
to an export shipment as a bill of lad- 
ing. No bank would handle a draft 
drawn in payment for a shipment of 
cotton unless accompanied by insurance 
covering all risks, both fire and marine, 
involved in the transportation and de- 
livery of the cotton. American fire com- 
panies appear to have made no effort to 
supply the fire end of the necessary 
cover until years after the fire and ma- 
rine liability had passed into the hands 
of the marine companies, and the fire 
risk could then only be recovered as re- 
insurance. 


Meeting New Conditions 


In addition to acquiring this reinsur- 
ance, in recent years the associations of 
fire companies referred to have met the 
demand for other strictly fire covers re- 
quired by new conditions in the cotton 
trade and have acquired quite a volume 
of business from classes such as buyers 
transit insurance; covering the fire risk 
on domestic shipments of cotton by rail 
in the United States and Canada. This 
is a similar risk to the fire liability, on 
shore in the United States, assumed un- 
der export marine policies. The insur- 
ance attaches simultaneously with the 
interest of the assured in the cotton, 
wherever it may be, and continues or- 
dinarily until the interest of the assured 
ceases. It may, however, terminate ear- 
lier if stipulated in the policy; as for 
example on issue of bill of lading, the 
buyer furnishing the insurance from 
that point. 

These associations are also furnishing 
fire covers to compresses and railroads; 
on the liability for cotton stopped for 
compression, en route under through 
bills of lading to destination; on cotton 
at compresses covering the liability of 
railroads for fires caused by sparks or 

hegligence”; and on cotton for which 
the railroads are liable as common car- 
i in transit under their bills of lad- 

Specific storage covers are not includ- 
éd in the scope of any of the associa- 
tions referred to, as these lines have 
heretofore been handled in a more or 
88 satisfactory manner by individual 
Companies, and there has been a decid- 
ed aversion to any change being inau- 
Surated in the forms of covers now pro- 
vided for this business. In my opinion, 
uae new conditions in handling 
- Storing cotton are demanding 
be nges in existing covers, which must 

Met if this business is to be retained 
N its present channels, either by indi- 
— companies or through the associa- 

8 referred to. 


Frank Discussion 


fom aware that the views I am about 
al rons may be considered very radi- 
yY Many underwriters. A frank dis- 





cussion of the subject, however, whether 
the particular suggestions which I have 
to offer are adopted or not, may result 
in holding that portion of the present 
storage fire business in regular chan- 
nels, which in my juagment there is 
grave danger of losing. First and tore- 
most, I am convinced that any storage 
cotton now covered by specific insur- 
ance subject to full co-insurane, is not 
and cannot be fully protected where 
there is a constant change in the num- 
ber of bales covered, due to receipts 
and shipments—receipts particularly of 
which the assured, by the nature of the 
business, can have no advance notice. 
The arrival of a single car of cotton at 
present prices (50 bales, $10,000) unless 
additional insurance simultaneously at- 
tached, would, under the full co-insur- 
ance clause, reduce the assured’s pro- 
tection below the value of the cotton by 
the proportion of the value of the ar- 
riving cotton to the total values on 
hand. For example, with 100 bales on 
hand—$20,000 value and $20,000 insur- 
ance to comply with the full co-insur- 
ance claise—the arrival of 50 bales of 
cotton, not simultaneously covered by 
additional insurance, would reduce the 
assured’s protection to two-thirds of any 
loss that might occur. These conditions 
have been provided against in part at a 
few highly protected sprinklered risks, 
but at the average storage risk no au- 
thorized forms exist to-day under which 
full protection at all times and under 
all conditions can be secured. 

Such conditions cannot be satisfac- 
tory to the assured and if the fire com- 
panies now writing this business are 
not prepared to offer adequate covers, 
the assured will undoubtedly be forced 
to look elsewhere for same, as bankers 
will not be willing to finance transac- 
tions in cotton not guaranteed fully in- 
sured at all times. Instances have al- 
ready been called to my attention where 
bankers have declined to make ad- 
vances on cotton, covered by specific in- 
surance subject to the full co-insurance 
clause, except where the insurance cov- 
ered a specific number of bales. Cot- 
ton storage risks subject to constant 
changes in the number of bales, that 
cannot be known in advance by reason 
of the nature of the business, should 
be protected by forms covering the en- 
tire value of the cotton passing under 
the cover, similar to marine and transit 
fire forms, where the _ co-insurance 
clause is unnecessary. This would seem 
to be the only method by which the full 
interest of the assured can be protected 
at all times and under all conditions. 
Covers of this kind are provided for 
shippers of cotton and should be pro- 
vided for buyers and warehousemen, 
where, through the nature of their busi- 
ness, the number of bales is constantly 
changing. These forms are as feasible 
and as necessary in one case as the 
other. 

Covers 

There would be no difficulty in draw- 
ing proper covers. The principal, if not 
the only problem would be the determi- 
nation of a proper rate; but with the 
rates for concentration, or storage, un- 
der marine and transit forms for ship- 
pers as a guide, neither rates nor forms 
would furnish any serious difficulty. Spe- 
cific covers on definite numbers of bales 
of storage cotton need no change in 
present forms, but unless adequate cov- 
ers are provided for cotton risks where 
the number of bales is subject to con- 
stant and unanticipated change, it does 
not seem reasonable that insurance on 
these risks can be retained in present 
channels. 


By EDWIN G. SEIBELS, Manager of The Cotton, Fire & Marine Underwriters 
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Our association has been repeatedly 
requested during the present season to 
issue the desired covers. We have hes- 
itated to do so, however, because of the 
feeling that the storage business should 
not be handled through association 
channels. If, however, this particular 
portion of the storage business cannot 
be retained by the individual companies 
now handling it, it seems necessary that 
some action should be taken, if it is de- 
sired to avert a repetition of the con- 
ditions which cost the fire companies in 
the past the greater part of the cotton 
business. 

It may be argued that there is no 
greater need for such changes in cotton 
storage forms than in the forms of any 





° 33 





Cotton Fire Underwriting: Present Conditions : 
Explained; Future Needs Described 


other commodity. As to that, I am not 
prepared to say without special consid- 
eration of technical conditions in other 
classes. As a mere superficial opinion, 
however, I am not sure that the forms 
referred to would not apply equally well 
under similar conditions to other com- 
modities. Whether such forms are de- 
sirable or not, could only be determined 
after a full examination of the technical 
trade methods of each class. So far as 
the cotton business is concerned, being 
thoroughly familiar with the methods of 
the cotton trade in all its details, I can 
see no other plan by which the demands 
of the trade can be met, except through 
such forms as suggested. 


Foreign Companies in Italy 


(Continued from Page 25) 


ency upon the re-insurance institute 
(“Instituto Nazionale della Assicurazi- 
one”) established by the government in 
Rome. This government institution was 
established in order to assist the Ital- 
ian companies to cover their war risks 
and to take over a part of the German 
re-insurers’ business. But gradually the 
institute has become an ordinary re-in- 
surance concern, and practically speak- 
ing, it has from the close of war made 
connection with all the Italian compa- 
nies. Through the other ministerial of- 
fices the national institute controls the 
companies’ re-insurance agreements, and 
it is an easy matter to put pressure on, 
and, as it were, compel the companies 
to re-insure exclusively in national com- 
panies. On account of the international 
nature of the whole re-insurance trade 

not the least being marine insurance 

the institute’s naturalizing attempts 
have created a feeling of ill-will in the 
insurance centers in Italy. 

Well remembering the government’s 
monopolization of life insurance, the ac- 
tivity of the institute is no doubt looked 
upon as an attempt to socialize the ma- 
rine insurance through the monopoliza- 
tion of re-insurance. The people are 
commencing to realize that Italy’s whole 
or partial emancipation from the foreign 
insurers and re-insurers may easily be- 
come fatal to the Italian companies 
themselves and Italian leaders seem in- 
clined to break away to emancipate 
themselves from the national institute 
and again to go to foreign companies 
with their re-insurance agreements. It 
is felt that the government’s institute 
has become a political instrument of 
power, and that politics and trade have 
been mixed up in a manner hardly bene- 
ficial to the insurance world. 

The people also hope for a speedy 
abolition of the regulations concerning 
the control of re-insurance and argue 
that the existence of such rules should 
have ceased simultaneously with the 
war. One thing, however, is certain, 
that the national institute has gained a 
position by availing itself of the feeling 
of national emancipation. According to 
conversations I have had with several 
Italian insurers this position is a threat 
upon the freedom of insurance in Italy. 
Political circles cling naturally enough 
to the institute and as the law of De- 
cember, 1918, is such an excellent rem- 
edy to advocates of government insur- 
ance, it is not certain that it is going 
to be done away with just now in spite 
of its nature of temporary “war law.” 

But at present the majority of the old 
companies in Italy seem to hope for 
a repeal of the reinsurance control. 





There are, however, new  com- 
panies already seeking their re-in- 
surance connections abroad, and it is 
not impossible that it may become ow- 
ing to them that Italy be given back 
its freedom with regard to re-insurance, 
its right to go out into the world’s mar- 
ket in this, the most international of its 
business branches. 

(Editor’s Note: The Eastern Under- 
writer is indebted to the “Scandinavian 
Insurance Magazine” for this article.) 


Forty-three American wooden ships 
were on the casualty list for last Au 
gust, and London underwriters won- 
dered why rates were lowered. Improve- 
ment was shown in September, when 
only eleven were reported as damaged. 


The New Institute cargo clauses ap- 
proved by underwriters went into effect 
in Great Britain in October; changes 
were made in frustration, particular av- 
erage and warehouse clauses. 

Underwriters turned attention to writ- 
ing of heavy strike and riot lines while 
the Fall port strike tied up the amount 
of outgoing cargo available for marine 
coverage. 

Cost of repairs on Shipping Board ves- 
sels in the New York division amounted 
to approximately $1,100,000 monthly 
during the latter months of 1919. 





A new company has recently been 
established in Copenhagen under the 
name of the Russian-Scandinavian Re- 
insurance Company. 


The United British has bought the 
British Dreadnought Underwriters, Ltd. 
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Shall We Hang Together or Apart? 


(Continued from Page 11) 


make several broad suggestions which 
an Association of American Marine Un- 
derwriters might carry out. 


Such an association might acquaint 
the public with the importance of the 
role played by American marine insur- 
ance companies and arouse a public in- 
terest which would demand encourage- 
ment and fair play for home companies. 
It might effect a closer relationship be- 
tween the underwriters and shipown- 
ers, shippers, manufacturers and bank- 
ers so that all might work to better 
advantage for the immediate welfare of 
our country and the ultimate welfare of 
themselves. And, after enlisting the 
sympathetic interest of the public, and 
the active interest of those who are di- 
rectly concerned with shipping and 
commerce, it should not be difficult to 
secure legislation which would give 
American companies, not a monopoly, 
but a preference; which would remove 
some of the severe handicaps under 
which American companies work at 
present, as compared with foreign com- 
panies: which would in short encourage 
and foster American marine insurance 
companies as they are encouraged and 
fostered in England, Belgium, Holland, 
Germany and elsewhere in the world. 


It is not my intention to utter a bit- 
ter complaint. The restrictions which 
were placed upon marine companies in 
the past were probably necessary, but 


it would seem that the welfare of the 
commonwealth demands that they be 
relaxed. In the present crisis—for cri- 
sis it is—this branch of insurance 
should -be given every encouragement. 
There are a number of conditions pre- 
vailing in the American market which 
every underwriter knows should be re- 
moved at once. Let us co-operate to 
better some and remove others for our 
own profit, and above all, for the wel- 
fare and prosperity of our country. 


Training in British Offices 
(Continued from Page 6) 


and his future depends entirely on his 
own ability. 

Frequently, the companies obtain 
their underwriters from Lloyd’s, which 
means that they get a man who has re- 
ceived his training in a broker’s office 
and then commenced underwriting for 
some syndicate. In such a case, his ex- 
perience would be about as long as that 
of a company man, only differing in 
method. 

In conclusion it may be said that the 
men who have made a success in ma- 
rine insurance would have scored equal 
success in any other of the mercantile 
professions. Successful underwriters 
are characterized by their energy, prob- 
ity, acumen and devotion to their work 
—factors which bring success in any 
line, and which are not the monopoly 
of the inhabitants of any particular city. 


The reason London appears to be fair- 
ly well provided with marine underwrit- 
ers is, first, because the field there is 
so large, offering training to many men; 
and, second, because the field is so full 
of men who are willing to give their 
time during the earlier years of their 
business career for a trifling salary in 
view of the fact that they are thereby 
equipping themselves for good positions 
later on. However, since the war, there 
has been difficulty even in London in 
getting first-class men to fill some of 
the vacant underwriting positions. This 
is principally due to the fact that so 
many of the marine insurance men 
served in the army, thereby losing sev- 
eral years’ experience which would have 
qualified them for these positions—to 
say nothing of the number of casualties 
in their ranks. For example, out of the 
thirty-five men constituting the staff of 
The Merchants Marine Insurance Com- 
pany, twenty-eight served in the army 
—nearly all on active service overseas 
—and three were killed in action. A 
similar state of affairs prevailed with 
the other companies. Furthermore, dur- 
ing this period many new marine insur- 
ance companies have been started, cre- 
ating a large number of executive posi- 
tions, which have had to be filled. 





Fires on Prize Vessels 


It has been suggested that the recent 
series of fires on vessels which were 
formerly under German management, is 
the result of incendiarism. The out- 
breaks on the “Prince Hubertus,” and 
the “Swakopmunde,” are certainly coin- 
cidences, while the more recent fire on 
the “De Kalb” is another instance of 
these curiously frequent conflagrations. 
This latter vessel possesses an historical 
interest, for she was formerly known 
as the “Prinz Eitel Frederich,” and un- 
der that name gained notoriety as the 
German commerce raider that sank 


many vessels, amongst them the “Will- 
iam P. Frye.” Her career ended in 
1915 when she put in to Newport News 
for repairs, and failed to put to sea 
within the statutory time, being then 
interned until the entry of the United 
States into the war left her at the dis- 
posal of the Shipping Board, It must 
be confessed that these rumors of in- 
cendiarism did not gain much credence 
in the market. The succession of fires 
can be paralleled many times by simi- 
lar sequences where no enemy action 
could be even suggested. In most cases 
the fires started in bunkers, and before 
the war bunker fires came in sequences 
which appeared uncanny at times. More- 
over the coal position leads to difficul- 
ties in this connection which make the 
detection and prevention of bunker fires 
the. more difficult. Before this we 
have had these scares, but never once 
have they ben substantiated. In 1916 
a strange series of fires in sugar car- 
goes caused similar rumors. The ex- 
plosion on the “Port Kembla” was at- 
tributed to an enemy bomb, until con- 
clusive evidence was forthcoming to 
the contrary. On the other hand, the 
precautions which are taken at the 
principal ports are made as effective 
as possible, and although it is credible 
that some attempts might escape un- 
detected, it is certain that any or- 
ganized plot would be revealed sooner 
or later.—The Policyholder. 





Mine Perilli Lasting 

The Prince of Monaco stated in a 
paper which he read before the French 
Academy of Science that floating mines 
placed by the Germans in European 
waters would continue to be a menace 
to shipping for many years, The Prince 
is a thorough student of maritime af- 
fairs and conditions. 
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A marine policy covers, subject to 
exceptions contained in the policy itself, 
losses occasioned by certain well-defined 
perils. For many years it has been the 
custom of marine underwriters where a 
loss has occurred, but the question as 
to whether it resulted from one of the 
perils insured against or from a risk 
excepted by the underwriter cannot for 
one reason or another be at once de- 
termined, to advance or loan to the 
insured the amount of such loss under 
a@ memorandum ordinarily known as a 
“loan receipt.” The legal effect of this 
instrument requires the repayment of 
money in the event it shall be thereaf- 
ter determined that the underwriter is 
not liable under its policy. 

In recent years this custom has been 
freely followed by underwriters in set- 
tling with the owners of personal prop- 
erty damaged or destroyed while in the 
possession of common carriers, to evade 
provisions which have been inserted in 
bills of lading and contracts of carriage, 
whereby the carrier seeks to avail itself 
of insurance effected for his own benefit 
by the owner of the goods, thereby es- 
caping the legal liability for the dam- 
age or destruction which the law im- 
poses upon the carrier. 


How Situation Arises 
The situation usually resolves itself 
about as follows: The owner of the 
personal property offers it to a carrier 
to be transported to some other point. 
He is tendered a bill of lading which 
contains a provision about as follows: 


“That in case of loss or damage to 
the goods, the carrier shall be given the 
benefit of any insurance for or on ac- 
count of the owner of said goods, and 
shall be subrogated to their rights be- 
fore any demand shall pe made upon 
them in respect to such loss or damage.” 


If he wishes to have his goods trans- 
ported he is obliged to accept this con- 
tract, the legal effect of which standing 
by itself defeats the underwriter’s right 
of subrogation; and where the under- 
writer after having paid the claim to 
the assured, attempts to collect against 
the carrier, he is told by the Court that 
by virtue of this clause the owner had 
parted with his rights against the car- 
rier to the extent of his insurance and 
there was nothing left to subrogate. 

The underwriters met this situation 
by inserting in their policies a provision 
substantially as follows: 


“It is warranted by the insured that 
this insurance shall not inure directly 
or indirectly to the benefit of the car- 
ter or other bailee by stipulation in 
bill of lading or otherwise, and that 
this policy shall be null and void to the 
extent of any amount paid by or recov- 
erable from any carrier or bailee.” 

Lending to the Insured 

A literal enforcement of this clause 
Would leave the owner without insur- 
ance where a loss occurred for which 
the carrier was liable, and in any event, 
®8 common crariers have never dis- 
Played undue activity in acknowledging 
and paying claims against them, long 


By HARTWELL CABELL, New York 


delays would occur during which time 
the owner having lost his goods, would 
remain without compensation for such 
loss. 

To avoid this situation and to provide 
a means whereby the owner should re- 
ceive the amount of his loss or damage 
without prejudice to his right against 
the common carrier and a transfer of 
that right to the underwriter, the old 
custom of lending to the insured the 
amount of his loss or damage, is re- 
sorted to. Upon receiving the amount 
of his loss the insured executes and 
delivers to the underwriter a receipt 
wherein he acknowledges the money to 
be received as a loan subject to a re- 
payment only to the extent of the net 
recovery that may be had against the 
common carrier. Thereafter a claim is 
made and where necessary a suit is in- 
stituted either in the owner’s name or 
in case of an assigned claim and, where 
permissible, in the name of the under- 
writer, against the carrier for the loss 
or damage. When a recovery is had 
the expenses involved in the litigation 
to the extent that they have been borne 
by the assured, are deducted from the 
amount recovered and the balance goes 
to the underwriters as a total or pro 
tanto repayment, as the case may be, 
of the original loan. 


Judicial Approval in Federal Cases 

This procedure has received the 
stamp of judicial approval in a line of 
Federal cases, the last of which is to 
be found in the Reports of the Supreme 


Court of the United States (Lucken- 
bach vs. McCahan Sugar Co., 248 U. S. 
139). 

In one of the earlier cases (Bradley 
vs. L. V. Railroad Co., 153 Fed. 350), 
decided by the Circuit Court of Appeals 
of the Second Circuit, the situation was 
summed up by Wallace, J., delivering 
the opinion in the following language: 

“The carrier is undoubtedly entitled 

by a stipulation in his contract to re- 
serve to himself the benefit of any in- 
surance which the shipper may effect or 
may have effected on the goods, al- 
though he thereby shifts from himself 
to the insurer the loss for which he is 
primarily responsible; but any stipula- 
tion which requires the shipper to pro- 
cure insurance for the benefit of the 
carrier in case of loss is void. 
The contract which Nourse & Company 
(shippers) saw fit to make with the In- 
surance Company was framed so as to 
render the insurance worthless to the 
Railroad Company at the option of the 
insurer. Unless the Insurance Company 
waived that option and made the ad- 
vance to Nourse & Company as a pay- 
ment for insurance in recognition of its 
liability, Nourse & Company never ob- 
tained any insurance and there was 
none to which any right of subrogation 
under the stipulation could attach when 
the present action was brought.” 

In the Luckenbach case (248 U. 8. 


139) the Court says: 

“The carrier insists that the transac- 
tion, while in terms a loan, is in sub- 
stance a payment of insurance; that to 


The Loan Receipt and One of Its Uses 
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treat it as if it were a loan, is to follow 
the letter of the agreement and to dis- 
regard the actual facts; and that to give 
it effect as a loan is to sanction fiction 
and subterfuge. But no good reason ap- 
pears either for questioning its legality 
or for denying its effect. . . . It is 
essential to the performance of the in- 
surer’s service, that the insured be 
promptly put in funds, so that his busi- 
ness may be continued without embar- 
rassment. Unless this is provided for, 
credits which are commonly issued 
against drafts or notes with bills of lad- 
ing attached, would not be granted. 
Whether the transfer of money or other 
thing shall operate as a payment, is or- 
dinarily a matter which is determined 
by the intention of the parties to the 
transaction. Compare The Kimball, 3 
Wall. 37, 44. The insurer could not 
have been obliged to pay until the con- 
dition of their liability (i.e., non-liability 
of the carrier) had been established. 
The shipper could not have been obliged 
to surrender to the insurers the conduct 
of the litigation against the carrier, un- 
til the insurers had paid. In considera- 
tion of securing them the right to con- 
duct the litigation, the insurers made 
the advances. It is creditable to the in- 
genuity of business men that an ar- 
rangement should have been devised 
which is consonant both with the needs 
of commerce and the demands of jus- 
tice.” 


Ninety-nine United States Shipping 
Board steel ships were undergoing re- 
pairs at one time in or near New York 
last September, a fact not viewed with 
enthusiasm by hull underwriters. 


The immense former German liners 
“Imperator” and “Kaiserin Auguste Vic- 
toria” were assigned to commercial use 
under the ownership of the Cunard line 
in September. 
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Organized nearly four years ago, when 
the war brought about unprecedented 
progress in marine insurance, and the 
need for such an association was vital, 
the Marine Insurance Club of New York 
has become a real and valuable asset 
to the business now being conducted 
on a peace-time basis. The club has 
maintained its high position among un- 
derwriters and brokers in New York, 
evidenced by the large attendance regu- 
larly at the monthly meetings, to which 
underwriters and business men whose 
views are authoritative in insurance, 
banking, and shipping circles are invit- 
ed, and the growth of the membership 
of the club is such that it will exceed 
five hundred members. However, with 
the organization working under the han- 
dicap of being without a permanent 
home, the directors say that in spite of 
what has been accomplished, the club 
has not really begun to touch upon the 
broad benefits it can realize through its 
continuance. Especially at this period 
when business conditions following the 
war are still in a plastic state, can the 
club be of use to the fraternity. 


Eight regular sessions were held last 
year, there being no meetings during 
the Summer months from May to Octo 
ber. The addresses delivered at these 
gatherings were of concrete practical 
and educational value and nearly all 
were afterwards printed not only in the 
columns of insurance trade journals, but 
in publications catering to other com- 
mercial interests, thereby giving wide 
publicity to the ideas expressed. These 
monthly talks, instead of being similar 
to the conventional form of speech, 
which once heard is soon forgotten, are 
initiating movements which are affect- 
ing the whole marine insurance field in 
the city. As a clearing house for ideas 
and suggestions, therefore, the club well 
merits the support of the underwriting 
and brokerage interests. 


Those who addressed the club during 
1919, and the subjects on which they 
spoke, included the following: D. Roger 
Englar on “Proximate Cause in Marine 
Insurance’; Henry Timmis on “The 
Great Lakes and the St, Lawrence”; 
William D. Winter on “Cargo Insur- 
ance”; F. R. Webb on “The British and 
American Insurance Markets”; R. A. 
Fulton on “The British Navy and the 
Allied Merchant Marine”; William H. 
McGee on “Looking Backward and For- 
ward in Marine Insurance”; George A. 
Kurz, of the National City Bank, on 
“Marine Insurance from the Bankers’ 
Point of View and What They Require,” 
and David ‘1, Abercrombie on “The Re- 
lation of Packing to Insurance.” 


The most pressing problem confront- 
ing the club is that of acquiring better 
quarters. After strenuous efforts the 
building committee secured slightly 
more than a year ago the former club 
rooms of the Underwriters Club at 16 
Liberty Street, and there meetings were 
held and a luncheon club maintained 
until May, 1919, when a radical increase 
in rental demands made it impossible 
for the club to remain. Since then the 
meetings have been conducted at the 
Waldorf-Astoria. The success, though, 
of the luncheon club during the short 
period of its existence, has proven con- 
clusively that the fraternity desires to 
continue it, and the committee in charge 
is on the lookout to obtain a convenient 
place in or near the marine district. At 
a conference of the board of directors 
about two weeks ago this topic was dis- 


cussed and plans for the coming year 
formulated. 
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Through its welfare committee the 
club has rendered helpful service to 


many employes in marine offices who 
left their posts during the war to enter 
the service. A fund of several thousand 
dollars was raised and used for the aid 
of families of both those who died, and 
those who, though they returned safely, 
needed temporary unancial assistance. 

William P. Young, president during 
the season of 1918-1919, was succeeded 
by E. W. S. Morren, of the Maritime 
Underwriting Agency, at the last. elec- 
tion of officers, and with him now as 
assistants are J. Keegan, first vice-pres- 
ident; W. D. Winter, second vice-presi- 
dent; J. V. Lane, secretary; and A. P. 
Murtha, treasurer. Under Mr. Morren’s 
administration the club enters 1920 with 
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every hope of further extending its field 
of usefulness and service. 
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BURLINGTON RULE 
(Continued from Page 32) 
cial deposits any liabilities other than 
the liability for claims for unearned pre- 
mium or for reserve, as prescribed by 
the law. None of the laws, except in 
Massachusetts, authorize or permit the 
operation of the Burlington Rule. The 
purpose of the Burlington Rule can be 
effectuated better by a schedule in the 
annual statement of special deposits and 
corresponding liabilities computed ac- 
cording to the law, and publication of 
such schedule in the annual report of 
the commissioner. 

“It is hoped that the commissioners, 
desiring to promote the best interests of 
insurance at home and sharing the na- 
tional aspiration of the hour for the ex- 
pansion of American commerce, and the 
desire for international exchange of 
trade and of world-wide affiliation and 
emulation in all human activities, may 
consider whether the Burlington Rule 
operates against the expansion of Amer- 
ican insurance at home as well as in 
other countries. If the commissioners 
find it does, then it is hoped that the 
considerations against the propriety and 
against the legality of the Burlington 
Rule may again be examined by the 
commissioners with a view to its pos- 
s ble reconsideration and revocation.” 

The late Elizur Wright, of Massachu- 
setts, said to be “the most distinguished 
exponent of the principles of state gsu- 
pervision,” said that “insurance seeks 
breadth of basis and cannot safely be 
cooped within narrow limits. State 
laws tending to impose limits should 
be construed liberally, and state officials 
especially should never step beyond the 
law in the direction of exclusion.” 

NO LEGAL STATUS 
British Average Adjusters Do Not 
Have Licenses from Court 
Authorities 
With reference to article printed in 
an insurance paper on January 24, re- 
garding adjusters saying, “Average ad- 
justers are required in England to pass 
definite and strict examinations and to 
secure licenses from the proper court 

authorities,” the facts follow: 

“Average adjusters in England have 
no legal status whatsoever. They do 
not secure licenses from any court au- 
thorities. There is an association of 
average adjusters in England just as 
there is in the United States, a purely 
private organization. This association 
holds regular examinations which are 
undoubtedly strict, but anyone who 
knows how can issue an average adjust- 
ment. If that adjustment is correct it 
will be approved by underwriters and 
settlements made thereon. If it is in- 
correct it will not be approved. This 
applies to members of the association 
and to adjusters outside of the associa- 
tion. It is true that nearly all the rec- 
ognized adjusters belong to the associa- 
tion, but this is not invariably the case.” 


The P. & O. Company 

At the annual meeting of the P. & 0. 
Company it was announced that every 
penny of insurance money recovered 
by the Company or its allies, and 4 
good deal more, has gone and will g0 
into new tonnage. Ships delivered had 
been paid for; surplus balances were 
invested in Government securities, the 
loss on which must be debited to the 
account of patriotism. In discussing the 
insurance fund the statement was made: 

“This fund, from premiums received 
from their carrying during some years 
of the marine risks of the allied Com- 
panies, added to certain provisions from 
the past which were now all required, 
amounted on 30th September, after 
payment of claims, to £2,000,000— 
none too large a sum in view of the 
liability at stake. It would be the aim 
of the board to add to this fund, and, 
with good fortune for the next few 
years, the fund should be in a com 
fortable position. The risk, though con 
siderable, was well spread, the ships 
thoroughly seaworthy, well found, well 
officered, and well kept up.” 
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The history of marine insurance in 
this country since the beginning of the 
World War would be incomplete if it 
ignored the part played therein by a 
remarkable lawyer to whom at his desk 
in lower Broadway came a vision of 
marine insurance possibilities and the 
growth of merchant marine so clear that 
it resulted in his being instrumental in 
forming several companies, which are 
now operating. This attorney is Sam- 
uel P. Goldman, now president of the 
Merchants & Shippers. When he dis- 
cusses marine insurance and the future 
of American shipping he does so with 
a glowing enthusiasm, which he explains 
in this wise: 

“It’s because I am a bull on this coun- 
try. Nothing is more certain than that 
the United States is headed in the right 
direction, and that the American mer- 
chant marine will ultimately eclipse 


that heretofore built by any country, 


whether Carthage, Rome, Venice, or 
Great Britain.” 

Built on the same physical plan as 
the late E. H. Harriman, and having a 
similar faculty of matching creation 
with speedy achievement, Mr. Goldman 
is a self-made man in more than the or- 
dinary sense, as he succeeded in the 
law without ever having gone to a law 


school. He simply went into a law of- 


fice, applied for a job as an office boy 
and got it. Then he studied night and 
day, remembered what he read, kept his 
eyes open and one day when there drift- 
ed into the office what looked to be the 
hopeless case of an unfortunate invest- 
or who had been sued by a stock brok- 
erage house for $5,400 it was turned 
over to him for attention. 

After an exhaustive investigation he 
became convinced that instead of the 
client owing the brokerage house, the 
latter was heavily indebted to the client. 
In the lower court the decision 
against the defendant, but after Mr. 
Goldman had prepared a brief on the 
subject counsel for the other side sug- 
sested that the litigation be compro- 
mised, which was done—for many thou- 
sands of dollars. 

A Temarkable document this brief 
turned out to be. In fact, so complete 
and unanswerable, so filled with inter- 
pretation of law and Stock Exchange 
Procedure with particular reference to 
the protection of investors, that it was 
later worked into a book, published by 
Doubleday, Page & Co., under the title, 
“A Handbook of Stock Exchange Laws, 
by Samuel P. Goldman,” and is now an 
authority on the subject. This work de- 
fines the rights and privileges of in- 
vestors and speculators, explains the 
duties and responsibilities of brokers, 
and establishes the usefulness of the 
Stock Exchange. It quickly established 


was 


Mr. Goldman’s reputation as a 
exchange brokerage expert. 


stock 


Organized First Company Three and a 
Half Years Ago 

It was about three and a half years 
ago when Mr. Goldman organized the 
first marine insurance company with 
which he has been connected; and a 
short time thereafter he organized the 
second. Later came the Merchants & 
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Shippers, which is to have a million 
capital and surplus and its own build- 
ing in the marine insurance district. 

When asked how the idea came to 
him of marine insurance possibilities, 
Mr. Goldman said to The Eastern Un- 
derwriter: 

“Let us go back to the time of the 
Punic Wars, trace sea mastery to the 
present day, and you will find the an- 
swer. For centuries battles raged for 
the supremacy of the Mediterranean. 
Phoenician colonies, founded by Tyre 
and Sidon in Sicily and Spain, when 
threatened by the Greeks, sought help 
from Carthage; and from that period 
dated the Punic supremacy of the West- 
ern Mediterranean. The destruction of 
Tyre in the first half of the sixth cen- 
tury enabled Carthage to take her place 
as mistress of that sea. Every foreign 
ship was seized and all mariners paid 
tribute. The Romans were great hand- 
to-hand fighters, but not of much ac- 
count at sea. They sent for Scipio, who 
built a great fleet of small vessels, 
which were gathered at Gibraltar. The 
Carthaginian fleet was destroyed, and 
captives were brought to Rome, which 
in turn became of the 
and, as a result, queen of the world. 
Sea power is the key to world power. 
It has been true of every nation down 
to the time of the present. 

“Great as British supremacy was at 
sea, there is not enough wealth in Eng- 
land to build’ a merchant marine large 
enough to carry the ocean commerce 
and traffic of the great nations. Ger- 
man sea power is broken; France was 
never a maritime nation; the Baltic 
states are rent by internal differences; 
Italy’s maritime ambitions cannot be 


mistress seas, 
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Why A New York Lawyer Organized 


Three Marine Insurance Companies 
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realized because she has not enough re- 
sources. 

“The commerce of the world must, 
therefore, and logically in a large meas- 
ure, be carried by British and American 
ships. In this country shipbuilding is 
now a science, and its steel vessels are 
to be the great cargo carrying meaiums. 
We have the wealth, the population, the 
labor, the natural resources, to carry 
out the shipbuilding ideals and require- 
ments, as well as enterprise, initiative, 
originality and disingenuousness such 
as the world has never seen. In my 
judgment, within the next five years the 
American merchant marine will be as 
large as that of Great Britain, while in 
ten years we will surpass her, despite 
the fact that Great Britain will con- 
tinue to go forward. 

“Keen as the rivalry is, there is room 
enough for a great mercantile marine 
in Great Britain and a still greater one 
here. Capital has accumulated in Amer- 
ica in vaster quantities than ever be- 
fore in any nation, and this capital 
seeks employment. Capital has human 
qualities—it seeks employment quickly 
and it grows frightened quickly. Used 
in shipbuilding the return will be sure, 


the investment sound. 


Insurance to Grow with American Com- 
mercial Expansion 


“The great enterprise of the British 
marine insurance interests was several 
centuries in development. American in- 
surance interests must grow apace with 
American production, American bank- 
ing, American shipping. Apart from the 
natural which 


national consciousness 


| . 
Best On NewCompanies 
(Continued from Page 5) 
“office boy” underwriters, whose opera 
tions during the period of 
high rates sometimes exasperat- 
ing, although comparatively innocuous, 
but who might most 
disturbing and 


war very 


were 
easily become a 


even dangerous factor 
iu the marine underwriting world, now 
that the war is over and the companies 
are getting back to a basis of close com 


petition. 


Keener Competition Hereafter 


It appears inevitable that the compe 
tition in the marine insurance field will 
be keener hereafter than 
and, as there is no other line of insur 
ance activity in which so much depends 
upon the individual judgment of the u 
derwriter, it seems safe to assume that 


ever before, 


competition will force down rates to a 
point which will 
the profit on marine underwriting until 
such time as dearly bought experience 


reduce, or eliminate, 


will remove from the field of active com- 
petition those institutions which are 
guided by doubtless well-intentioned but 
ill-informed underwriters; but it is en- 
tirely evident, also, that the best in- 
formed marine underwriters have full 
confidence that ultimately the business 
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Americans must have, there are busi- 
ness and financial reasons of a com- 


pelling nature for the building up of a 
great insurance structure here. New 
York will surely be the hub of the ma- 
rine insurance world, and that in our 
own lifetime. But, in addition to the 
shipping program, there are still the 
cargoes to be insured, and the material 
from America to be transported across 
the seven seas will grow in volume and 
will need insurance protection.” 

Mr. Goldman was asked if the smaller 
and newer companies will be crowded 
out by the strenuous competition. 

“No,” he answered, emphatically. 
There is room for all.” 

The Merchants & Shippers Insurance 
Company has recently purchased the 
Nos. 14-16 South William 
Street, with a frontage of 43 feet, and 
upon the expiration of the leases of the 
present tenants, in the early spring, it 
is the intention of the company to erect 
a handsome ten-story office building. 
The lower floors of this building 
will be used for the company’s home of- 
fices and underwriting department, and 
the other floors will be leased to insur- 
ance brokers and other interests iden- 
tified with marine insurance, 


property at 


two 


will return to a profitable basis, for they 
are going ahead, with every indication 
that they are to engage permanently in 
that 
ever. 


business on a larger scale than 
Let us hope that reasonable co- 
operation may be had between the un- 
derwriters and the various supervising 
State insurance departments and State 
legislatures in securing necessary uni- 
form legislation which will remove the 
dangerous handicaps under which Amer- 
ican Marine underwriters are now oper- 
ating. A single large insurance broker- 
age concern in this city pays to London 
underwriters an average every month 
of from $500,000 to $600,000 in pre- 
miums, for the sound economic reason 
that the insurance which it buys in the 
London market for its clients is better 
insurance than it can buy for them here, 
because of unnecessary precautionary 
legal restrictions. Some conception of 
the total volume of business going 
abroad to underwriters not licensed in 
the United States may be formed-from 
that fact. Heretofore American under- 
writers have been but slightly in touch 
with the insurance markets of the rest 
of the world; now they have greatly ex- 
tended the field of their operations, By 
all means, let us have necessary safe- 
guards, but by all means let us also dis- 
card promptly and completely all un- 
necessary restrictions which discrimi- 
nate against this great American in- 
dustry, which, with adequate foreign ex- 
tension of our banking facilities and the 
adequate American 
Marine, will round out the 
machinery for a great world-trade. 


possession of an 
Merchant 


Marine companies operating in Ar- 
gentina depend largely upon local river 
und coast traffic for their business; for- 
eign companies dominate in overseas 
coverage. 


War risks marine rates were read- 
justed radically last November in the 
London and New York markets follow- 
ing the two serious mine disasters. 
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: Some Problems in Marine Insurance : 
: By J. SCOFIELD ROWE, President of Maritime Underwriting Agency, Inc., New York : 
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The student of present day marine 
insurance problems, if he be intent upon 
learning the “whys and wherefores” for 
the absence of any profit in the busi- 
ness since the ending of the war, must 
find the answer in a variety of causes, 
some originating as a natural sequence 
of the war and abnormal post-war con- 
ditions and others being the result of a 
natural expansion or evolution in the 
breadth of marine insurance coverage 
without a corresponding increase in 
premium. 

Of course, there is “always a reason,” 
and once having discovered the reason, 
a cure must and will, in due time, be 
found. However, the interesting ques- 
tion is how many deaths will there be 
in the family of marine insurance com- 
panies because “the reason” and, like- 
wise, the remedy, were discovered too 
late. 

The huge volume of premium derived 
from marine war risks and the substan- 
tial profits made during the war period 
may perhaps have misled many new and 
inexperienced companies into believing 
that the marine insurance field is full 
of “easy money.” 


Low Rate Competition Goes Merrily On 


While the foolishness and absurdity 
of any such notion is rapidly being real- 
ized, competition for volume of busi- 
ness, regardless of the adequacy of 
rates, both in London and the New 
York market, goes merrily on and at a 
pace that is certain not only to wipe 
out all profit made on war risks, but 
cannot fail to land many companies 
high on the rocks of disaster. 

The many unusual post-war condi- 
tions, laden with excessive losses, arriv- 
ing simultaneously with unusual com- 
petitive pressure on rates, is certain to 
show bad results for practically all 
companies, 

A most distressing feature of the 
present situz‘ion is found in the com- 
parative helplessness of the under- 
writer, no matter how conservative or 
experienced, who, seeing clearly the 
steady drift toward disaster, has prac- 
tically no choice but to either withdraw 
entirely from the field, or drift along 
with the tide and devote his entire time 
and utmost skill in avoiding rocks and 
reefs, biding the time when the storm 
of competition is past and sufficient ex- 
perience has been matured under pres- 
ent-day hazards to again establish ade- 
quate rate levels. 


Situation Relative to the Carriers 


The losses from theft, pilferage and 
breakage that should normally be as- 
sumed and cared for by the carrfers, 
have, in the competitive strife for busi- 
ness, been taken over by the insurance 
companies at rates that have proven 
wholly inadequate, and while such 
losses are presumed to be in many cases 


recoverable back from the carriers, in 
actual practice this has proven most 
difficult to accomplish. The carriers 
invariably require that immediate no- 
tice of all such losses must be given by 
the consignee upon delivery of goods at 
destination and the fact that such losses 
are fully covered by insurance makes 
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it even more difficult to get the average 
consignee, particularly in foreign ports, 
to comply with the important formality 
of “immediate notice of loss,” with the 
result that the insurance company pays, 
with little or no chance of recovery. 

It can hardly be said that the condi- 
tions and requirements imposed by car- 
riers in the matter of immediate notice 
of theft, pilferage and breakage losses 
on delivery of goods are not in most 
cases entirely fair and the difficulty 
arises from the lack of co-operation on 
the part of consignee and owner, which 
too often leaves the insurance company 
to hold the bag without recourse. 

It should also be noted that while 
petty theft and pilferage losses were 
comparatively unimportant before the 
war, the situation is now wholly 
changed. Where, in the old days, a few 
articles were stolen here and there, we 
now find that entire packages, regard- 
less of size, mysteriously disappear, 
while not infrequently cases, barrels 
and boxes arrive empty or with any 
sort of ballast substituted to avoid dis- 
covery, and this is particularly true in 
the case of food and clothing. 


Carelessness in Transportation 

It is quite apparent that the rigid care 
exercised by carriers before the war in 
protecting the property entrusted to 
them for transportation has been 
greatly relaxed, as evidenced by the 
tremendous increase in otherwise un- 
avoidable losses due to careless steve- 


doring and improper stowage. This un- 
fortunate condition of affairs has 
largely arisen through circumstances 
entirely beyond the control of the 
carriers and may be attributed largely 
to the enforced disturbance in manage- 
ment and personnel and the very gen- 
eral disarrangement of established pub- 
lic and semi-public service systems. 

Another factor contributing in no 
small measure to the increase in break- 
age and leakage as well as petty theft 
and pilferage losses arises from the 
lack of experience and to some extent 
also to carelessness and indifference on 
the part of manufacturer and shipper of 
American goods. 


There are a great number of manu- 
facturers and shippers who, not being 
used to packing and crating for foreign 
shipments, give only scant attention to 
the great importance of careful and 
secure crating and packing with due 
regard not only to the great distance 
from point of final destination, but also 
to the wear and tear from tranship- 
ment and to the frequent rehandling in 
loading and unloading. 


The claim is also made, and not with- 
out some reason, in view of present day 
theft and pilferage records, that the 
former standards of loyalty and honesty 
generally prevailing among employes 
of vessels, railways, docks and ware- 
houses in various parts of the world 
have been very materially lowered. 


That these most unusual conditions 
exist cannot be denied and it seems fair 
to assume that they are the natural 
sequence of the shock of war. In other 
words, we are just now feeling the re- 
action from the strain and turmoil of a 
cruel and brutal war that has left the 
entire civilized world in a condition of 
nervous exhaustion and so unbalanced 
morally, socially and politically as to 
greatly enhance and intensify the nor- 
mal hazards of trade and commerce. 


Much Old Experience Must Be Thrown 
Into Discard 


Under these changed conditions, much 
old experience must be thrown in the 
discard and marine insurance com- 
panies must build a new experience 
that will at least in some measure re- 
flect present day hazards in world-wide 
commerce and transportation. 


The writer makes no claim to marine 
underwriting experience and these ob- 
servations are made solely from the 
viewpoint of a student of underwriting 
results and present day conditions under 
which marine insurance companies gen- 
erally are known to be writing busi- 
ness, if not at an actual loss, at least 
with small hope of profit. 

Since the spirit of optimism among 
marine underwriters would seem to be 
at its lowest possible ebb, perhaps it is 
fair to predict, or in any event to hope, 
that a strong reaction in favor of higher 


rates and reduced coverage may be 
looked for in the very near future after 
the full weight of last year’s experience 
is realized and detailed results are 
clearly visualized by cold figures. 


In any event, the time to look for and 
to expect improvement is when condi- 
tions have reached their worst, and 
even the most pessimistic underwriter 
will agree that the present marine rates 
situation is so’chaotic,-no matter from 
what angle it is viewed, that it could 
not well be worse. 


Real Remedies Now Being Prescribed 


From the student’s point of view, it 
is at least a hopeful sign to find that 
actual conditions and results are not 
only undergoing a searching analysis 
on the part of experts, with a view to 
arriving at the proper “diagnosis,” but 
that real remedies are every now and 
then being prescribed, and while some 
of these proposed remedies may be 
wholly impracticable and perhaps inef- 
fective even if applied, the fact that the 
“germs of the disease” have been 
located. and that curative remedies are 
being searched for, justifies the hope 
that marine insurance conditions gen- 
erally may soon be on the mend. 





SUFFICIENCY OF AUTHORITY 





“The Insurance Law Journal” quotes 
the case of Laurisden vs. Bowden, Gaz- 
zam & Arnold, where the defendant, 
agent of an insurer, upon inquiry, simply 
quoted rates and hoped to receive an 
order for insurance on cargoes. The 
‘court ruled that such statement was 
insufficient to constitute the appoint- 
ment of the inquirers as agent of an 
insurer writing insurance as an unau- 
thorized company under insurance code 
75. A digest of the case, as given 
in the “Insurance Monitor,” follows: 


Since third parties dealing with an 
agent must at their own risk ascer- 
tain both the fact and extent of the 
agent’s authority, and the burden 1s 
on them to show that the acts of the 
agent were within the scope of his 
authority, and neither the fact of agency 
nor its scope can be established by 
declarations of the alleged agents in 
the absence of the principals, in an 
action for breach of contract to pro- 
cure marine insurance the rights of 
plaintiff are to be considered as if he 
had read the communication between 
the parties attempting to procure int 
surance for him and the defendant in- 
surance agents bearing upon the ques- 
tion of agency. 

There could be no ratification of the 
act of the parties attempting to pro 
cure insurance as agents of the it 
surance agency, where there was 00 
proof of any agency on the part of the 
performers of the act. 
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GLOBE & RUTGERS 
Fire Insurance Co. 


111 William Street New York 








Cash Capital, $700,000 
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Assets January Ist, 1919 Surplus to Policyholders 
$30,389,461.55 $9,524,000.31 
E. C. JAMESON, - «  « «  « President 
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- Automobile Insurance Company 
= of Hartford, Conn. 
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Ocean Marine—All Lines 


= INLAND MARINE—Floaters: Transportation, Motor Truck Contents, Salesmen’s 
——= Samples, Registered Mail, Parcel Post, Tourists’ Baggage, Personal Effects. 
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Annual Statement, January 1, 1919 
Cash Capital Liabilities, Except Capital 
$2,000,000,00 $5,382,334. 
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= Assets Surplus to Policyholders 
a $9,216,200.73 $3,833,866.73 

OCEAN MARINE DEPARTMENT 82 Beaver Street, New York, N. Y. 
= INLAND MARINE DEPARTMENT, Hartford, Conn. New York Offices : 82 Beaver Street 
= = and 100 William Street 
= Affiliated with 
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- ATNA LIFE INSURANCE CO. 
= ATNA CASUALITY & SURETY CO. 


Life—Accident—Health—Liability and Workmen’s Compensation Insurance; Automobile 
Combination, covering Liability—Property Damage—Fire and Theft—Collision—Loss of 
Use; Property Damage for Teams and for Elevators; Combination Residence—Burglary— 
= Plate Glass—General Water Damage—Engine Breakage—Flywheel and Sprinkler Leakage 
= Insurance; Fidelity and Surety Bonds; Riot and Civil Commotion and Explosion; 
= General Fire Insurance. 
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New York Branch Office—100 William Street, New York, ’Phone, Beekman 9000 
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